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Eprror’s Note: This article grew out of a panel dis- 
cussion on teaching of marketing at the spring meeting of 
the American Marketing Association, Cleveland, Ohio. 


OME teachers of marketing appar- 
S ently believe that economic theory 
has little or no place in marketing 
courses; and further, that economic 
theorists are still in their ivory towers 
(far removed from the realities of the 
market place) devising supply and 
demand curves which bear slight relation 
to modern dynamic business conditions. 
Therefore, the contribution of economic 
theory to the study of marketing is held 
to be negligible. With this viewpoint re- 
garding the contribution of economic 
theory to the study of marketing, I am 
in categorical disagreement.’ 

1 This is particularly appropriate with regard to the 
beginning course in “Principles of Marketing” which is 
not a management course. The usual Principles course 
presents factual and descriptive material. An analysis 
of basic economic and business factors responsible for 


the development of the various marketing institutions 
should be presented in terms of economic theory in 


Modern economic theory should be an 
integral part of the marketing course re- 
gardless of the basic approach: (1) com- 
modity, (2) institutional, or (3) func- 
tional. A marketing course devoid of 
economic theory is sterile; the student is 
presented with a superfluity of facts and 
descriptive material without the eco- 
nomic framework needed to analyze and 
evaluate the marketing structure. 

Without the use of theoretical eco- 
nomic tools it is extremely difficult to 
adequately analyze: (1) price move- 
ments, (2) fundamental factors neces- 
sitating the various marketing functions 
and institutions, (3) social implications 
of marketing practices, and (4) economic 
and social implications of legislation 
affecting marketing practices. The de- 
velopment of “monopolistic” and “im- 
perfect” competition theories has pro- 


order to properly evaluate the broad social implications 


and consequences of our present day marketing institu- 
tions. 
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vided analytical tools (complementing 
the inductive and empirical methods) 
which facilitate the study and under- 
standing of complex and manifold 
marketing phenomena. 

Apparently much of the criticism (or 
non-use in marketing courses) of eco- 
nomic theory is predicated on the as- 
sumption that economic theory is un- 
realistic and, therefore, has little or no 
application to the modern marketing 
structure. Prior to the development of 
monopolistic and imperfect competi- 
tion theories,? this thesis had unques- 
tioned merit. In order to appraise and 
evaluate the recent contributions of 
economic theory to the study of market- 
ing it is appropriate and necessary to 
review briefly historical developments in 
value theory. This review is, of course, an 
oversimplified summary presented in 
non-technical language, and no attempt 
is made to explore the minute shadings 
and devious avenues of value theory. 


SUMMARY—VALUE THEORY 


As a methodological tool, economists 
have made use of demand and supply 
schedules. A demand schedule represents 
the quantities of products that will be 
purchased in a market at various prices, 
whereas, a supply schedule represents 
the quantities that will be offered at 
various prices. These schedules may 
refer to an entire industry or to an in- 
dividual firm. Plotted graphically, the 
intersection of the two curves reveals the 
equilibrium price and the amount that 
will be sold at that price. Supply and 
demand schedules may represent short 
or long run situations. Until the develop- 


2 See E. H. Chamberlin, The Theory of Monopolistic 
Competition (Cambridge, Mass.: Harvard Univ. Press, 
1933); Joan Robinson, The Economics of Imperfect 
Competition (London: Macmillan, 1933); A. R. Burns, 
The Decline of Competition (New York: McGraw-Hill, 
1936); R. Triffin, Monopolistic Competition and General 
Equilibrium Theory (Cambridge, Mass.: Harvard Univ. 
Press, 1940); A. C. Neal, Industrial Concentration and 
Price Inflexibility (Washington, D.C.: American Coun- 
cil on Public Affairs, 1942). 


ment of monopolistic and imperfect 
theories, economists in general tended to 
explain price in terms of pure monopoly 
and pure competition.® 

Pure monopoly theory assumes a 
single producer, with complete control of 
sources of supply, in a given market. 
Therefore, the monopolist can establish 
his price at the level which maximizes 
his net return. Theoretically, the mo- 
nopolist determines the price which will 
maximize his net return by determining 
the cost of producing various quantities 
of the commodity—the theory of pure 
monopoly assumes the demand curve to 
be known. He calculates the quantities 
which can be sold at various prices, and 
then establishes output at the point of 
greatest net return. Hence, price is 
established at a higher point than would 
be the case if competing producers of the 
same commodity were operating in the 
market. Conversely, output is estab- 


lished at a lower level, due to complete 
control of supply, to maximize net return. 

The concept of pure competition is 
the other extreme from pure monopoly. 
Here, the product is homogeneous in 


nature; it is assumed to be identical or 
standardized. Further assumptions are: 
(1) a large number of sellers and buyers, 
(2) the action of any one buyer or seller 
has no effect on price, (3) sellers can sell 
all they can produce at the market 
price.‘ It will be noted that under this 
set of assumptions it follows that an in- 
dividual seller cannot increase his price 
without total loss of sales and that there 
is no advantage to an individual seller to 


* It is not intended to imply that economists prior to 
the publications of E. H. Chamberlin and Joan Robin- 
son in 1933 had ignored this phase of value theory. So- 
called neo-classical economic theory contained elements 
of this work, and articles in professional journals had 
for a number of years presaged the books of Chamberlin 
and Robinson. However, until the publication of these 
books, there was no complete integrated work on the 
subject, and elementary texts on economics did not in- 
corporate this phase of value theory. 

‘If, in addition, it is assumed that (a) buyers and 
sellers have complete know'edge and (b) mobility of 
resources exists, then the competition is both pure and 


perfect. 
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attempt to use the tools of aggressive 
selling and advertising. 

In actual business there are probably 
noexamples of absolutely pure monopoly, 
pure competition, or pure and perfect 
competition. There are, however, actual 
business cases which approximate these 
concepts. The fact that these concepts 
are only approximated by situations in 
business life does not completely negate 
their value as analytical tools. These 
theories assist in placing in perspective 
the possible extremes of business situa- 
tions in a complex economy dominated 
by monopolistic and imperfect competi- 
tion.® 

The theory of monopolistic and im- 
perfect competition is cognizant of, and 
takes into consideration, important fac- 
tors present in the modern business 
economy. The following list includes 
factors which were not considered in the 
study of pure monopoly and pure 
competition, and which form an integral 
part of monopolistic and imperfect 
competition theory.® 


1. Markets are dominated by a relatively 
small number of firms, each one of 
which is important enough in the mar- 
ket to affect price. 

. Products are usually not homogeneous 
but are differentiated. 

. Buyers do not have perfect knowledge 
of the market, and mobility of factors 
is not ideal. 

. Buyers’ demands for products are not 
static and are subject to influence by 
(a) aggressive selling and advertising 
and (b) increased services. As a result 
of these conditions, it follows that: (a) 
aggressive selling and increased serv- 
ices affect the demand schedule, (b) 


5 The marketing of grain approximates the concept 
of pure competition, and the only supplier in a given 
market of gas, electricity, or water (assuming the ab- 
sence of a regulatory body) approximates the concept of 
pure monopoly. And in either case, the working of the 
forces of demand and supply theoretically may range 
from perfect to imperfect. 

*It is not intended that this list encompasses all 
factors or considerations; rather it is an attempt to 
highlight some of the more pertinent points, 


aggressive selling and increased services 
enter into the costs of marketing. 

. Competition does not take place solely 
in terms of price; it may take the form 
of aggressive selling, increased services, 
and other non-price activities. 


It is noted from the above list that 
monopolistic and imperfect competition 
theory emphasizes the importance of 
modern marketing practices such as 
aggressive selling, brand differentiation, 
and other forms of non-price competi- 
tion. Further, it recognizes that the 
utilization of these marketing devices 
influences consumer buying habits and 
affects sellers’ marketing costs. The in- 
tegration of these factors in value theory 
enables the analyst to appraise. the 
pricing structure as it more nearly exists, 
rather than in terms of its extremes: pure 
monopoly and pure competition, or pure 
and perfect competition. 

Taking cognizance that these factors 
are present to a greater or lesser extent 
in our modern business economy, eco- 
nomic theorists arrive at the following 
conclusions:? 

1. Brand differentiation represents an 
element of monopoly which enables the 
seller to obtain limited control over 
price; because 

2. No other seller has the differ- 
entiated product. Therefore, there is no 
direct price competition on differentiated 
products; competition is on basis of 
substitute brands. 

3. As differentiation becomes more 
important, the degree of control over 
price is increased. 

4. Product differentiation and aggres- 
sive selling tend to make the demand 
for the product relatively inelastic; 
hence, 

5. Price tends to be higher and quan- 
tity produced lower than would be the 
case without product differentiation and 
aggressive selling. 


? This list of conclusions is not intended to be all-in- 
clusive—it is an oversimplified summary. 
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6. Aggressive selling tends to increase 
total costs.® 


Some Uses or Economic THEORY IN 
MARKETING CouRSES 


The utilization of economic theory as 
an integral part of the marketing course 
affords an opportunity to present factual 
material regarding commodities, institu- 
tions, and functions in proper perspec- 
tive with relationship to fundamental 
economic phenomena. It takes marketing 
out of a vacuum and reveals its true 
position (in our economy) as an applied 
branch of economics. Further, it makes 
possible a more analytical approach to 
the study of marketing. 

The concept of pure competition is of 
invaluable assistance in understanding 
the marketing problems inherent in the 
distribution of agricultural commodities. 
Fluctuations in price of various agri- 
cultural commodities on the commodity 
exchanges may be explored in terms of 
pure competition. The fundamental fac- 
tors underlying the development of co- 
operative marketing groups, such as the 
California Fruit Growers’ Exchange, can 
be explained in terms of economic theory. 

Prior to the development of the Cali- 
fornia Fruit Growers’ Exchange, the 
California citrus producers were selling 
their products under conditions closely 
approximating pure competition; citrus 
fruits were a homogeneous commodity, 
the action of any one buyer or seller had 
no effect on price, and no one seller would 
realize any advantage (in quantity sold 
or higher price) by using the tools of 
aggressive selling. 

The formation of the Exchange was 

8 This is a general tendency, particularly when com- 
pared with pure competition. It is recognized that in- 
dustries of increasing or constant production costs would 
have higher total unit costs if the tools of aggressive 
selling are utilized. Decreasing cost industries utilizing 
aggressive selling may, through increased volume, 
lower production costs so that they partially, com- 
pletely, or more than equate aggressive selling costs. 
Even if initially lowered production costs more than 
equate aggressive selling costs, this condition could only 


exist until the optimum volume of production was 
achieved; then production costs wo 1ld tend to increase. 


designed primarily to obtain for pro- 
ducers larger sales and higher prices. 
Citrus fruit marketed by the Exchange 
was differentiated by the promotion of a 
brand name, “Sunkist,” and millions of 
dollars have been expended for ad- 
vertising and other forms of aggressive 
selling to inoculate consumers with the 
belief that “Sunkist” designates a supe- 
rior citrus fruit. 

These developments tended to remove 
California citrus fruits from pure com- 
petition; for with the development of a 
differentiated product, aggressive selling 
and some control over flow of fruit to 
market, the Exchange was able to exert 
limited control over price, and the sup- 
ply offered the market at a given time. 
Hence, “Sunkist” is in monopolistic and 
imperfect competition with other citrus 
fruits and possible substitutes.® 

The management of the Exchange 
recognizes that brand differentiation and 
aggressive selling have made the demand 
for their citrus fruit more inelastic com- 
pared with demand prior to the forma- 
tion of the Exchange. This is revealed in 
their annual report for the year 1932, 
which states: ‘Dependable fruit, sound 
sales policies, and many years of con- 
tinuous Sunkist advertising have built a 
public trade preference for not only 
Sunkist but for all Exchange fruit that no 
other fruit even approaches. Consumers 
willingly pay a premium for it because of 
their confidence in its widely known 
quality. Dealers are willing to pay this 
premium because Sunkist is easier to 
sell.’”10 

Economic theory may also be invoked 
advantageously in a study of industrial 
marketing. The theoretical concept of 
pure monopoly can be used to show 
pricing and marketing practices as they 


* See E. Kraemer and H. E. Erdman, History of Co- 
operation in the Marketing of California Fresh Deciduous 
Fruits (University of Cal. Agricultural Experiment Sta- 
tion, 1933); H. C. Hensley and N. H. Borden, Marketing 
Policies of the California Walnut Growers Association 
(Washington: Farm Credit Assoc., 1937). 

1 Annual Report, 1932, California Fruit Growers 
Exchange. 
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would exist under this situation, fol- 
lowed by an explanation of graduations 
in degree of monopolistic practices and 
their effect on price and marketing 
practices in our actual economy. In- 
dustrial goods pricing methods, such as 
open-price agreements, so-called “‘gentle- 
men’s agreements,” open-price filings, 
price leadership, basing point systems, 
and the like, are readily dissected by the 
utilization of economic theory. 

The use of economic theory is also of 
value in understanding the relative price 
inflexibility of certain classes of indus- 
trial goods such as installation equip- 
ment, accessory equipment, and fabri- 
cating materials and parts." If the 
pricing methods of industrial goods and 
the basic economic reasons underlying 
them are understood, developments in 
marketing policies and strategy in this 
field may be more easily evaluated. 

In the field of manufactured consumer 
goods (where monopolistic and imperfect 
competition is dominant), economic 
theory can be used to explain the basic 
economic reasons for the development of 
brand policy,” the utilization of ad- 
vertising, and other non-price forms of 
competition. It is obvious that astute 
business management in the formulation 
of marketing policy is predicating its 
future course of action in terms of eco- 
nomic theory, although the sales and 
advertising managers may be completely 
ignorant of the jargon of economic 
theory. Management attempts to evalu- 
ate the increased sales volume which will 
accrue from a given expenditure for 
aggressive selling. Further, the aggres- 
sive selling expenditure is designed to 
create consumer preference (making the 
demand curve for the product more in- 

1G. C. Means, Industrial Prices and Their Relative 
Flexibility, Senate Document No. 13, 74th Congress, 
1st Session, Wash., D. C., U. S. Gov. Printing Office, 
I ° 
_ are: highly advertised sectional and na- 
tional brands, brands on which little or no advertising 
is expended, and private brands of large distributors, 


i.e., wholesalers, chain stores, mail order houses, and 
department stores. 


elastic) and escape price competition. 

Economic theory is indispensable as 
an analytical tool in evaluating the social 
effects of marketing policies and govern- 
mental legislation. Pricing policies of 
various industries may be analyzed with 
a view to determining their effect on the 
over-all economy. Chain store tax legisla- 
tion, resale-price maintenance laws, the 
Robinson-Patman Act, and other legisla- 
tion of this type can be analyzed from 
many facets by the use of economic 
theory. 


CoNCLUSION 


Economic theory is, of course, con- 
stantly undergoing refinement. Its con- 
clusions point out avenues for inductive 
research; and it is only through such 
research that certain principles of eco- 
nomic theory can be sustained or 
demolished. Professor Neil H. Borden, in 
his study of the economic effects of 
advertising, has made a substantial 
contribution to existing knowledge on 
this subject." The use of factual data to 
test theoretical economic assumptions is 
admirably used, and points the way for 
other research of this type. In _ his 
theoretical analysis of retail prices, Pro- 
fessor Henry Smith opens a great vista 
of possible factual research in a relatively 
undeveloped field.“ 

The business school student of today 
prior to taking marketing courses has 
been given a background of economic 
theory (in the beginning course in 
Principles of Economics) upon which the 
teacher of marketing can build. If we are 
to present realistic courses in marketing 
which embody principles, and teach the 
marketing student to think, we must 
integrate economic theory in our market- 
ing textbooks" and courses. 


13N. H. Borden, The Economic Effects of Advertising 
(Chicago: Irwin, Inc., 1942). 

“H. Smith, Retail Distribution (London: Oxford 
University Press, 1937). 

% It is interesting to note that the first general 
marketing text to utilize economic theory (“imperfect”’ 
competition) was published in 1938—C. F. Phillips, 
Marketing (Boston: Houghton Mifflin Company, 1938). 











NOTIONS ABOUT THE ORIGINS OF TRADING 


GEORGE W. ROBBINS 
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Eprror’s Note: After a critique of seven major theories 
of the origin of trade, the author suggests a different ap- 
proach to a rational explanation of trading. 


HE origins of trade have been the 
predic. of economists and anthro- 
pologists in the past in order to trace or 
to relate the present functions of trade to 
their primeval beginnings and to dis- 
cover the basic character of this eco- 
nomic usage. While this preoccupation 
with origins is disappearing from the 
scientific literature, it is not uncommon 
to find its implications and assumptions 
in the more popular literature of busi- 
ness, and particularly on the subject of 
salesmanship. 

References are often made to premises 
concerning the origin of trading as a 
means of explaining or analyzing the 
ethical position of modern selling, im- 
puting to present practices in the market 
place the circumstances and virtues of an 
assumed primeval genesis. It is, for ex- 
ample, not uncommon to hear trading 
spoken of as universal and natural. On 
the other hand, anthropological evi- 
dence reveals primitive cultures with a 
complete lack of competitive trading 
and with insignificant exchange prac- 
tices. 

In the face of these opposing positions, 
it is desirable to examine the various 
notions concerning the origins of trading 
and to appraise them in the light of their 
usefulness in the analysis of trading in 
our own society. It is possible to do this 
without a true chronological history of 
trading, or without attempting to formu- 
late an organic-evolutionary concept of 
trading which takes the form of extract- 
ing from succeeding cultures certain 
common characteristics, with the con- 
clusion that these have been passed 
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down the lingering trail of institutional 
patterns. 

Indeed, it should be evident that the 
accurate establishment of the origins of 
any human activity must await sufficient 
evidence from archaeological diggings.’ 
The dearth of this evidence precludes a 
chronology that starts at the beginning. 
It is more profitable to avoid an histori- 
cal recital in favor of an attempt to 
penetrate the internal logic of trading. 

Our concern here is with the efficacy of 
employing, as either inarticulate or ex- 
pressed premises, notions about the 
origins of trading in the evaluation of 
present-day trading practices from a 
functional or an ethical viewpoint. Is an 
understanding of the origins of trade an 
essential matter in the study of the 
ethics of selling and buying? Will it help 
to answer the problems of honesty and 
efficiency in selling? Does it throw light 
on the problems of the contests and 
conflicts of trading today in the economic 
institution? 

It should be clearly understood that 
this inquiry differs from, and is not in 
conflict with, the study of trade history 
as it can be established through adequate 
records.? It relates to those histories only 
insofar as their authors employ reference 
to origins; and it is, of course, possible to 
treat a matter historically without as- 
suming an organic evolution based on 
obscure beginnings. 


1 See Melville J. Herskovits, The Economic Life of 
Primitive Peoples (New York: Alfred A. Knopf, 1940), 
Pt. I, for detailed comment on methodology in eco- 
nomics and anthropology. 

? As for example: Clive Day, 4 History of Commerce 
(New York: Longmans, Green, and Co., 1938); George 
Burton Hotchkiss, Milestones of Marketing (New York: 
The Macmillan Company, 1938); N. S. B. Gras, An 
Introduction to Economic History (New York: Harper & 
Brothers, 1922). 
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It is well to keep in mind that we are 
concerned with trading—buying and 
selling—as a matter of social behavior 
rather than as a technical process in 
marketing. It is essential to assume that 
trading is not a fortuitous or whimsical 
phenomenon, but rather an observable 
datum governed by laws of behavior that 
are subject to discovery. Moreover, it is 
no part of assumption here that trading 
is good or bad, strong or weak, or favor- 
able to any given environment. These 
matters must emerge only as conclusions 
based on adequate observation of group 
activity in a definable situation. 


THe MEANING OF TRADING 


The term “trading” may mean many 
things to many people—competition, 
salesmanship, exchange, barter, transfer 
of title, persuasion, or even deception. It 
is not an oversimplification to say that a 
trade is an act of effecting an exchange of 
goods or services between a seller and a 
buyer; indeed, such a statement involves 
complexities of subtle premises. What 
lies both before and after the trade is of 
interest to this inquiry. The mere fact of 
communication between two individuals 
is a relatively superficial datum. 

It may be helpful to clarify the thing 
we are discussing by examining defini- 
tions. Confusion will be avoided if it is 
remembered that a trade is a two-sided 
shield—it is both a purchase and a sale. 
While it is a popular misconception that 
the initiative in trading is largely with 
the seller, it is irrelevant to our purposes 
which side we take for reference. For the 
sake of brevity, only the selling side will 
be defined ; and even the uninitiated may 
fill in a parallel definition of buying. 

There are at least three types of 
definitions of sale which serve to il- 
lustrate the usual approaches to selling: 


(1) The legal: “Sale is an agreement by 
which one of the two contracting parties, 


called the ‘seller,’ gives a thing and passes 
title to it, in exchange for a certain price in 
current money, to the other party, who is 
called the ‘buyer’ or ‘purchaser,’ who, on 
his part, agrees to pay such a price.’”” 

(2) The vocational: A sale is the exchange 
of goods or services resulting from the exer- 
cise of the art of salesmanship. 

(3) The professional: A sale is an exchange 
of goods or services resulting from rivalry 
in the productive effort of creating demand 
and of rendering service in the satisfaction 
thereof. 


The legal definition leads to a concept 
of trading that is narrow and restricted 
mainly to the technical fact of title 
transfer in a society characterized by a 
highly refined property concept. It fails 
to provide for the student of the eco- 
nomic or sociological aspects of trading 
adequate attention to the circumstances 
precedent or subsequent to that trans- 
fer.‘ 

The vocational approach to selling, on 
the other hand, emphasizes the impor- 
tance of the arts of persuasion rather 
than their functional position. By con- 
trast, what may be called the profes- 
sional approach calls attention to the 
fundamental circumstance of human 
wants and of the existence of rivalry in 
the performance of the services that 
create and satisfy those wants.° It is not 


* Walter A. Shumaker and George Foster Longsdorf, 
The Cyclopedic Law Dictionary (3rd ed.; Chicago: 
Callahan and Company, 1940), p. 992. 

‘ This is not to say that the law has little influence on 
selling, but rather to emphasize that a legal definition is 
necessarily a cautious one and is more likely to repre- 
sent a careful attempt to classify a concept rather than 
to penetrate it. It should be recognized, of course, 
that the law does place the intention of the parties to a 
contract in an important position as distinct from the 
transfer to title. See Nathan Isaacs, “Sales,” Encyclo- 
paedia of the Social Sciences (New York: The Macmillan 
Company, 1931), VIII, pp. ¢11-516. 

5 By calling this approach “professional,” it is not 
necessarily implied that selling is a profession. How- 
ever the social responsibility of the seller today certainly 
suggests a professional attitude, and it is clear that the 
acceptance of business as a profession will only follow, 
not precede, the adoption of such an attitude on the 
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concerned with the contractual charac- 
ter of the sale; for contract is a usage of 
convenience, and the vast majority of 
sales are completed without the parties 
being aware that a legal contract is in- 
volved. Likewise, it does not deny that 
there is an important body of arts 
practiced by both sellers and buyers, 
which are effective in lubricating the 
process; but these arts are chiefly voca- 
tional techniques (however difficult to 
master). The professional approach 
places emphasis on the fundamental 
creative functions of selling in a highly 
competitive society. 

While varying in approach, these 
three familiar concepts of selling have in 
common the functional position of selling 
in a society whose economic institution is 
characterized by a high degree of com- 
petitive effort—in short, a society like 
our own. In juxtaposition to these 
definitions, another, more fundamental, 
approach may be more suggestive of the 
real character of trading. A trade must 
always be a human relationship in- 
volving the behavior patterns of at least 
two persons.® 

Hence, it is basically a communication 
and should be viewed as a part of the 
sociological field of communication.’ It is 
subject to all the status barriers which 
define and separate individuals and 
groups. Again, any trade must be co- 
operative in the sense that two or more 
persons are acting together to achieve a 
new relationship which manifestly could 
not be achieved by each acting alone. 





part of sellers. Cf. Louis Dembritz Brandeis, Business— 
a Profession (Boston: Small, Maynard & Company, 
1914), pp. I-12. 

* This is the case even where impersonal or even 
mechanical implements are employed, e.g., corpora- 
tions, agents, or vending machines. 

7 Communication is “the process of exchanging com- 
monly understood ideas, facts, or usages by means of 
language, visual presentation, imitation, suggestion.” 
Constantine Panunzio, Major Social Institutions (New 
York: The Macmillan Company, 1939), p. 529. 


Furthermore, every trade is an organi- 
zation because it is a system, formal or 
otherwise, of consciously coordinated 
activities of at least two persons.* And 
lastly, the term is confined to situations 
where the ends are economic in order to 
exclude the multitude of other human 
relations which, without this modifica- 
tion, would fall unwanted into the area 
of our present concern. 

Thus, we may define trading as a 
cooperative organization in communica- 
tion to achieve economic ends. This 
definition carries no connotations with 
respect to the characteristics which may 
surround trading as the result of differ- 
ing practices, usages, instruments, and 
mores to be found in the economic insti- 
tution either at different times or in dif- 
ferent locations. Like all other organiza- 
tions in communication, trading belongs 
to a social institutional pattern, and be- 
comes a part of the usages of that pat- 
tern. Specifically, it is part and parcel of 
the system of regulating economic con- 
test and conflict, and is itself subject to 
contests and conflicts with usages of the 
other social institutions, marital, famil- 
ial, educational, recreational, religious, 
scientific, and governmental.® 

From the historical viewpoint, any 
inquiry into the nature of trading, to be 
significant, must be one that takes cog- 
nizance of the particular institutional 
fabric of which it is a part. To say that 
trading in our society today has its 
roots in the behavior of our primeval 
ancestors, or to say that this notion is 
confirmed by the habits of our ‘“‘con- 
temporary ancestors,”!° the non-literate 


§ This concept has been used effectively by Chester 
I. Barnard in his interesting analysis of business or- 
ganization. See, “Comments on the Job of the Execu- 
tive,” Harvard Business Review, XVIII (Spring, 1940), 
pp. 295-308. See also his The Functions of the Executive 
(Cambridge, Harvard University Press, 1938). 

* Constantine Panunzio, op. cit., p. 7. 

10 Melville J. Herskovits, op. cit., p. 35. 
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primitives now living, is to stretch the 
latitudes of scientific inquiry to the point 
of incredulity. 

Yet it is true that many practitioners 
of selling base an important part of their 
philosophy on premises concerning the 
origins of trading that comprise the sub- 
stance of these ideas. It is precisely this 
basic mistake of many writers on sales- 
manship that led them to attitudes which 
provoked the well-known, pointed, and 
inescapable criticism of salesmanship by 
Clarence Darrow." 


THe Major Hyportueses 


No one disputes the antiquity of 
trading; but the exact point and condi- 
tions of its origins provide the subject of 
consideration by many writers whose 
attempts may be classified in seven 
main hypotheses. Not a few students 
of anthropology and economics alike 
have supported one or more of these 
assumptions without even the benefit of 
tacit recognition of the implications. 


(1) Trading is instinctive 


It is perhaps most widely held that 
“to trade, or ‘swap’ is an inborn trait 
in the human being.””? A variation of 
this view was expressed by Sombart, who 
believed that some have an inherent 
capacity to become traders (under- 
takers) while others do not. “Either you 
are born a bourgeois or you are not. It 
must be in the blood, it is a natural 
inclination,” 

This palpable view is undoubtedly a 
sufficient explanation to many salesmen; 
it is certainly a comfortable refuge from 
the penetrating criticism of some of the 
ancient and modern practices of the 

4 “Salesmanship,” The American Mercury, V (Au- 
gust, 1925), pp. 385-392. 


Charles H. Fernald, Salesmanship (New York: 
Prentice-Hall, Inc., 1937), p. 44 ff. 


’ Werner Sombart, The Quintessence of Capitalism 
(London: T. Fisher Unwin, Ltd., 1915), p. 205. 


market place. If it is “natural” to sell, 
then the criticism of traders is comment 
out of hand. But the evidence of scientific 
anthropology gives little support to this 
notion. 

Not a few evidences exist to show that 
primitive peoples have existed for long 
periods without competitive trading.™ 
The industrial civilization of the Incas 
is a striking case in point.” Polish peas- 
ants for centuries did not know the 
meaning of buying and selling between 
members of the same community. Their 
knowledge of trading came entirely from 
contacts with outsiders; and their re- 
sistance to selling has survived, since 
“even today, peasants dislike to trade 
with neighbors. wae 

While it is a rare culture that does not 
produce some exchanges of commodities 
on occasion, it is rather common to find 
that among primitives trading, insofar 
as it possessed any formal existence, 
arises mainly to facilitate exchange be- 
tween members of different groups 
rather than between individual members 
of the same group.!? In a culture where 
the institutions support a strict control 
of production and allocation of wealth, 
trading between individuals in the so- 
ciety becomes unnecessary, as in the case 
of the Incas, or vastly restricted, as in 
the case of Soviet Russia in the early 
years at least, where other stimuli than 
private profit were dominant.’® 

One would expect few psychologists 

4 Melville J. Herskovits, op. cit., pp. 17-19. 

% Elizabeth Ellis Hoyt, Primitive Trade, its Psychol- 


ogy and Economics (London: Kegan Paul, Trench, 
Trubner & Co., Ltd., 1926), p. 141. 

16 W. I. Thomas and F. Znaniecki, The Polish Peasant 
in Europe and America (1927), as quoted by E. L. 
Thorndike, Human Nature and the Social Order (New 
York: The Macmillan Company, 1940), p. 633. 

17 Melville J. Herskovits, op. cit., p. 133 ff. 

18 William Henry Chamberlin, “The Planned Econ- 
omy,” Red Economics (Boston: Houghton Mifflin Com- 
pany, 1932), p. 9 ff. See also M. Ilin, New Russia's 
Primer (Boston: Houghton Mifflin Company, 1931), II, 
and XIII. 
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to rank so complex a phenonenon as 
trading with fundamental instincts of 
self-preservation and sex as a basic 
drive. Unlike these fundamental urges, 
trading is not universal, intensive, or 
repetitive. And while it is true that trad- 
ing appeared early in many different 
places and independently under different 
circumstances, these facts serve no more 
to demonstrate instinctiveness of trading 
than does the simultaneous scattered 
growth of the family institution prove 
that marriage is instinctive. Not only 
is this hypothesis too simple and super- 
ficial, but adherence to it may even re- 
tard the ability of present-day sales 
management to cope with its functional 
responsibilities. 


(2) Trading grew out of warfare 

This “hostility” hypothesis has trad- 
ing growing out of war between clans or 
tribes. It pictures primitive man as es- 
sentially warlike because of the pressure 
of population on the means of subsist- 
ence. It assumes that warfare has eco- 
nomic roots, and that it is inevitable 
when man searches for the satisfaction 
of elemental wants. The reasoning fol- 
lows that whereas man could satisfy his 
wants by warring on his neighbor, he 
soon learned that trading was an alter- 
native possibility that had merit from 
the standpoint of group survival.'® 

This hypothesis has many faults, not 
the least of which is that it leads us into 
the difficult path of analyzing the origins 

19 Tt is interesting that the opposite view is widely 
held also; namely, that trading inevitably leads to war- 
fare. Elizabeth Ellis Hoyt cites evidence to support 
both views. Op. Cit., VII. 

The fact that war and trade often appeared together 
as effect and cause may have been attributable to the 
fact that the traders (foreigners) were usually more ad- 
vanced culturally than those on whom they called and 
thus had a higher capacity to injure [cf. Max Radin, 
Manners and Morals in Business (New York: The 
Bobbs-Merrill Company, 1939), p. 89 ff]. But they also 


should have had a higher capacity to serve, which may 
well have prevented conflicts! 


of war, a path that is as rugged and un- 
marked as any other that goes in the di- 
rection of primeval origins. It is sufficient 
here to record that the hostility notion 
runs afoul of evidence of trading where 
war is unknown, as well as testimony 
pointing to the conclusion that both war 
and trading appear to develop from the 
same circumstances, and independently 
of each other. War was unknown among 
some primitives who carried on a rudi- 
mentary form of trade, notably the 
Eskimo and the Semang of the Malay 
Peninsula.”° 

The Arapesh tribe of New Guinea, 
naturally easy-going and yet pitted 
against physical barrenness that might 
be expected to produce strong rivalry 
for survival, finds great adventure in 
producing for others and actually re- 
gards it a sin to eat one’s own kill. Moti- 
vation is achieved without competitive 
rivalry or war by a custom of having an 
official “‘insulter” for each man to taunt 
him publicly for his failure to produce 
feasts. So dreadful is this torture in the 
face of his peaceful nature, that a man 
looks forward to his reward—release 
from his “‘insulter” and retirement when 
his son reaches puberty. Thus, at least 
one primitive culture has institutional- 
ized its lack of aggressiveness and self- 
interest, both of which would seem to 
be of some importance in the origin of 
either competitive trading or war.” 

Nor is it easy to relate war and trad- 
ing in the face of the fact that in many 
primitive peoples the rewards for war 
are personal and psychological rather 
than economic, and take the form of 
prestige supported by the evidence of 
another feather in the cap or another 
enemy’s scalp on the belt. And the per- 
sistence of war, not only among primi- 


20 Margaret Mead, “Primitive Society,” Planned So- 
ciety (New York: Prentice-Hall, Inc., 1937), p. 16. 
21 Tbid., 23. 
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tives but in our own society, is difficult 
to explain if it is to be argued that trad- 
ing supplanted war because of its demon- 
strated superior contributions to group 
survival; for wars have almost always 
provided a serious interference with 
economic life. Indeed, it seems well to 
avoid any attempt to relate trade to war 
as a fruitless inquiry in which observable 
data are altogether too lacking to sup- 
port reasonable conclusions.” 


(3) Trading originated in predation 


The “predatory” hypothesis is closely 
allied with the hostility notion. Because 
there are a few primitive tribes, such as 
the Bushman and the Apache, whose 
economies were regularly dependent 
upon the capture of wealth from other 
tribes,“ and because there are a few 
evidences that modern business “is a 
complex and well-integrated series of 
frauds,”*4 some observers may conclude 
that trading began with the extraction 
of tribute and has never succeeded in 
getting away from the original predatory 
pattern. 

The difficulty here lies in the abun- 
dance of evidence, historical and anthro- 
pological, that trading flourished be- 
tween peoples who were entirely friendly 
and to whom the idea of tribute never 
seemed to occur. Moreover, predatory 
activities are not confined to the eco- 
nomic institution, but pervade the other 
social institutions as well. Indeed, politi- 
cal leaders, whether they be the heads 
of primitive tribes or of literate nations, 
have been among the most notorious 
tribute-extracting racketeers of history, 


22 A more fruitful approach to the question of war and 
trade will be found in Lionel Robbins, The Economic 
Causes of War (London: J. Cape, 1940). 

3 Margaret Mead, op. cit., p. 17 ff. 

* J. B. Matthews and R. F. Shallcross, Partners in 
Plunder (Washington, New Jersey: Consumers’ Re- 


search, Inc., 1935), p. 400. See also Clarence Darrow, 
Op. cit. 


and their predacity on merchants has 
all too often throttled trade.* 


(4) Trade grew out of friendly gift- 
giving 

This “friendship” hypothesis is an 
explanation in diametrically the oppo- 
site vein. Professor Hoyt cites many ex- 
amples of friendly gift-giving in primi- 
tive society and suggest that this prac- 
tice may have led to learning the utility 
of exchange. In primitive societies 
where the ownership of things was 
strongly identified with personal or 
group spiritual entity, the giving of gifts 
to neighboring tribal chiefs must indeed 
have stemmed from a genuine gregarious 
feeling and friendly goodwill.?’ The cyni- 
cal view that a wise chieftain would buy 
off the predatory nature and power of 
his neighbor with gifts is not sufficient to 
explain the facts of anthropological 
research. 

It is perhaps sufficient here to note 
that both war-making and gift-giving 
were means of communication, either 
or both of which may have been helpful 
in the discovery of trading. Professor 
Hoyt’s emphasis on gift-giving as an 
origin of trading is supported by logic; 
for the atmosphere of gift-giving is a 
congenial one in which man may learn 
to perceive the utility of exchange. 


(5) Trading originated with the “silent 
trade” 


Silent trade is well-known to anthro- 


% N.S. B. Gras, Business and Capitalism (New York: 
F. S. Crofts & Company, 1939), p. 307 ff. See also Miriam 
Beard, 4 History of the Business Man (New York: The 
Macmillan Company, 1938), passim. 

% Op. cit., p. 104 and Part IV. 

27 To say that gift-giving is entirely a matter of good- 
will or altruism, however, is to overstate the matter; 
for no matter how freely a gift is given, its presentation 
in primitive societies appears nearly always to create an 
obligation which, if neglected by the recipient, leads 
to loss of prestige or social disapprobation, which is a 
strong factor in shaping action. Cf. Herskovits, op. cit., 
P. 134. 
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pologists as an early means of economic 
communication, and it appears in many 
isolated places among primitives. In this 
crude form, trade is initiated when one 
group leaves its wares on a promontory 
and retires from sight to permit another 
group to come out of hiding to inspect the 
goods and deposit its offering in return.”® 

Silent trade seems to have prevailed 
(1) where contact was between peoples 
of widely different cultures, (2) where 
languages were different, and (3) where 
fear or distrust was even more highly 
felt than were the economic motives of 
the intercourse. While the silent trade 
is an important fact in early communica- 
tion, it throws little light on the real 
origins of trading. Its existence proves, 
however, that trading did occur between 
peoples who were motivated by neither 
the desire to make friends nor the will to 
annihilate. 

It should also be recognized that 
neither party to the silent trade would 
have acted had he failed to develop an 
evaluation of the exchanged wares en- 
tirely apart from his own spirit or soul. 
Some degree of objectivity was implicit. 
Moreover, it is not plausible that this 
form of trading was an expression of in- 
stinct; it was discovered, developed, and 
learned as a crude but effective usage 
in the framework of the existing social 
institutions. 


(6) Trading arose from surpluses 


Some students have suggested that 
trading originated because of the pres- 
sure of surplus goods resulting from the 
early division of labor in the primitive 
family or tribe.?® Presumably the rela- 


*N. 5. B. Gras, “Barter,” The Encyclopaedia of the 
Social Sciences (New York: The Macmillan Company, 
1933), II, p. 468 ff. Elizabeth Ellis Hoyt, op. cit., p. 133 ff. 
Max Radin, op. cit., p. 81 ff. 

2° Edward D. Page, Trade-Morals (2nd. rev. ed.; New 
Haven: Yale University Press, 1918), p. 58. See also 
Charles H. Fernald, op. cit., p. 44 ff. 


tive scarcity of goods was apparent in 
the periodic surpluses made available 
either through the efforts of nature or 
man. The plethora of cattle against the 
dearth of fodder may have suggested a 
gain from the exchange of cattle for 
fodder that was plentiful in a neighbor- 
ing area. 

This explanation fails on a number of 
grounds. There is practically no evidence 
that surpluses were accumulated by 
primitive families or clans excepting 
for anticipated emergencies.®*® Indeed, it 
is probable that excesses of things to 
eat or wear or use were regarded as “free 
goods” with respect to which transfer- 
able control did not even sugegst itself 
until after trading as an instrument of 
communication developed. Moreover, 
much of the early trade in all parts of 
the world was in rare and exotic items 
“for which the demand was largely an 
expression of arbitrary value.’*! The 
primitive trading in ornaments and trin- 
kets which gave their owners social pres- 
tige can hardly be said to stem from sur- 
pluses. 

Too, a rational and administrative di- 
vision of labor in primitive tribes, as- 
sumed in this hypothesis, cannot con- 
ceivably have preceded the need for it; 
and this need certainly compels outside 
markets as a sine gua non. The superfi- 
cial explanation posed by the surplus 
hypothesis is to be found in the con- 
temporary and popular notion that for- 
eign trade exists because of surpluses 
resulting from the division of labor when 
in fact it is quite the other way around. 


(7) Trading grew out of the development 
of the property concept 

Tracing the origin of trading to the 
growth of the concept of property is a 
preoccupation of those who see in the 


3° Max Radin, op. cit., p. 85 ff. 
3 Tbid, 
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exaggerated manifestations of trading 
in our society an overemphasis on private 
ownership. It is not appropriate to our 
purposes here to enter the controversy 
over the inequalities of property owner- 
ship or over the ways by which the func- 
tion of property may be molded in the 
interests of social progress and public 
welfare. 

It is merely essential to point out that 
in the manner in which the function of 
property is conceived as an end in terms 
of private advantage, special privilege, 
and exploitation will have a profound 
bearing on the practices in the market 
place. That many of these practices 
are subject to question today is not gain- 
said; but to attack trading as a major evil 
growing out of the property concept is 
to engage in ardent speculation. 

If by property we refer to the claim 
which gives transferable control over 
things, then the property concept is 
best explained by the relative scarcity of 
these things in terms of the contest for 
individual and group survival. While 
it is true that the extensive and complex 
exchange in our society presupposes a 
well-developed concept of property, it is 
far from true that crude trading could 
never have existed without even a simple 
property concept. Indeed, the very defi- 
nition of property as anything with ex- 
change value implies clearly that it is 
the need and practice of trading which 
called the property concept into use and 
aided materially in shaping its character. 
To say that property value existed be- 
fore the fact of exchange is to indulge in 
a hopeless confusion of ideas and terms. 

Trading and property concepts are 
both man-made and have developed in 
close relationship. They have certain 


*2 Frederic B. Garver and Alvin H. Hansen, Prin- 
ciples of Economics (rev. ed.; Boston: Ginn and Com. 
pany, 1937), p. 29 ff. 

*% Constantine Panunzio, op. cit., p. 216. 


characteristics in common: (1) both are 
dependent on the recognition of scarcity 
values; (2) both presuppose a divorce- 
ment of possessions from the individual’s 
spiritual identity—an objective valua- 
tion of things; (3) both emerge from the 
same set of factors and must be ex- 
plained in terms of a larger institutional 
concept. 

Hence, to say that trading originated 
in the property concept and is a usage of 
property is to misinterpret the origins of 
both while leaving the essential character 
of each shrouded in confusion. In short, 
it is another example of the futility of 
tracing origins without the supporting 
evidences of observable data. 


A RaTIONAL ExPLANATION 
OF TRADING 


The one thing in common which all 
of these hypotheses of the origins of 
trading have is a high degree of specu- 
lation unsupported by the accumulation 
of empirical data. It should be clear 
that any logic based upon premises like 
these is not acceptable to the social 
scientist. Indeed, social science has long 
since abandoned the methodology sug- 
gested by such speculations as those we 
have been examining. 

If an explanation of trading is needed, 
it is to be found in the nature of man and 
of his adaptation to his environment 
through the institutions he builds. The 
universal, abiding, and repetitive char- 
acteristics of man to learn, to explore, 
to satisfy his curiosity, and to live with 
groups of other men have led him into 
an ever-expanding circle of experiences 
from which he has developed his learn- 
ing and his patterns of associated living.™ 
These attributes undoubtedly s'em from 


* A highly imaginative, yet penetrating essay on this 
fundamental character of man as opposed to other ani- 
mals is to be found in Clarence Day, This Simian World 
(New York: A. A. Knopf, 1936). 
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the character of man’s genes as distin- 
guished from those of other animals. The 
explanation of trading lies neither in 
man’s instincts nor his intelligence alone, 
but must be seen in terms of the patterns 
of the accumulated deposits of his ac- 
tivities in associated living.* 

The essential prerequisite to trading, 
original or otherwise, is the development 
of the ability to valuate things in terms 
of other things rather than in terms of 
spiritual or mystical beliefs—to objec- 
tify and emancipate one’s belongings 
from his spiritual self and soul. But 
this ability is by no means a guarantee 
that trading will be carried on in a so- 
ciety unless the folkways and mores are 
receptive to the changes which it im- 
poses in the patterns of living. 

Trading may be said to have been a 
slow discovery, made at a relatively 
early stage by peoples the world over, 
that followed the intellectual advance of 
valuation and which, in turn, vastly 
stimulated that advance, that grew out 
of the practices of associated living and, 
in turn, greatly affected these practices. 

As contrasted with the other means of 
acquiring things, trading is by all odds 
the most complex. It is unique in that it 
alone is a two-way transaction.*? The 
fact that trading has grown to such 
prominence and complexity as one of the 
dominant means of acquiring things is 
attributable, in part at least, to its rela- 
tive survival value and to the character 

% Constantine Panunzio, op. cit., p. 143 fF. 

% Flizabeth Ellis Hoyt, op. cit., Pt. IV. That this 
emancipation is universally or wholly accomplished 
today (or, indeed, should be) is not suggested. Con- 
temporaries have “priceless” trinkets and sometimes 
order them interred with their remains. Businessmen 
have been known to defy the logic of the case by insist- 
ing on the use of their own photographs as trademarks. 

37 The other means are strictly one-way: appropria- 
tion from nature, seizure from others, cultivation and 
making with the hands, gifts and inheritance, and gam- 


bling. H. K. Nixon, Principles of Selling (New York: 
McGraw-Hill Book Company, Inc., 1942), p. 41 ff. 


of the prevailing institutional patterns of 
which it is a part. 


CoNCLUSION 


The answers to our original questions 
may now be seen in better perspective. 
Although it would be the height of pe- 
dantic scepticism to deny validity to a 
hypothesis because of the absence of all 
conceivable verification, nevertheless, 
the main assumptions examined all fall 
in the same category of speculation with- 
out adequate empirical verification, and 
they involve an outmoded methodology 
in the social sciences. 

Even by the most tolerant sense of 
proportion and broad feeling for the 
evidence, any conceivable proof of the 
kinship of modern competitive trading 
to the earliest forms of barter and ex- 
change would fail to offer a basis for a 
discussion of either ethics or efficiency 
of trading unless it be considered in a 
particular institutional framework. Con- 
sequently, it is not to be argued that the 
ethics of selling in our own society can 
be related to that of the societies in 
which origin may have occurred. 

As a basis for the evaluation of the 
ethics of selling and buying in our own 
society, the concept that trading is a 
cooperative organization in communica- 
tion for the purpose of achieving eco- 
nomic ends is one that properly expresses 
the internal logic of trading. For it 
implies in trading a concept in the eco- 
nomic institution whose usages entail a 
continuing contest and conflict with 
other concepts and usages prevailing in 
all of the social institutions. This view of 
trading permits one to proceed with an 
examination of the ethics of trading in 
our own society without the hindrance 
of a cloak of prejudgment drawn about 
it by speculation with respect to the 
ultimate origins of trading usages. 
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The Use of Audio-Visual Aids in Teaching Marketing 


WALTER A. GAW 
College of the City of New York 


Epiror’s Notre: The author makes clear the value of 
audio-visual aids and points out how to make effective use 
of them. 


HERE are very few, if any, teachers 
Ta marketing who do not make fre- 
quent use of charts, graphs, maps, and 
other similar visual materials. Probably 
less use is made of motion pictures and 
slide films. These audiovisual aids have 
had their effectiveness as teaching de- 
vices proved by the armed forces where 
the test of effectiveness is the survival of 
the individual in combat. So useful did 
the armed forces find the motion picture 
and strip film that it is estimated that 
Over 10,000 training films were being 
shown daily during the last year of the 
war. 


INCREASED Use or AupbiIo-VISUAL AIDS 


The Navy has proved by tests that 
students learn up to 35 per cent more in 
a given time and retain the knowledge 
$5 per cent longer when audio-visual 
aids are used in teaching. A striking 
illustration of an accomplishment in the 
use of training film is given by a Lieu- 
tenant Commander in the United States 
Coast Guard who writes that by employ- 
ing visual aids he was able to teach in 
about 9 minutes a group of 1,600 men 
how to tie a square knot. Without such 
teaching aids, he states, it normally 
takes from 3 to 5 minutes of individual 
instruction to teach each recruit how to 
tie this knot. Thus, in training the 
1,600 men, a time saving of 4,791 
minutes or better than 79 man-hours 
was effected. 

Perhaps the value of audio-visual aid 
material is obvious when the task is 
that of teaching the student techniques, 


but less apparent when the duty of the 
instructor is other than the imparting 
of knowledge of how to perform a given 
manual task. Yet, here again, the armed 
forces have demonstrated that such 
teaching aids can be successfully used in 
building morale, in introducing a new 
subject for study, in summarizing a 
course of instruction, or in conveying to 
the student self-confidence which is akin 
to that derived from actual experience 
and which is not of necessity associated 
with manual dexterity. 

In the teaching of marketing, the mo- 
tion picture and slide film may be used 
to show in operation many of the insti- 
tutions associated with the field of dis- 
tribution. For example, the work of the 
storage warehouse or the cooperative 
enterprise may be seen by students. 
When used in this way, the motion pic- 
ture or strip film replaces the field trip, 
which is much more time-consuming and 
not infrequently impossible because of 
the inaccessibility of the particular in- 
stitution being studied. Films may be 
used also to present specific problems 
and methods of solution. When em- 
ployed in this way, it is recommended 
that following the showing there be class 
discussion in which further analysis of 
the problem depicted be made, and in 
which students be permitted to propose 
other possible solutions. 

Not only in the armed forces but in 
industry as well, did the use of audio- 
visual aids receive tremendous impetus 
as a result of the war. Prior to the war, 
the motion picture and slide film had 
been used to some extent in sales-train- 
ing and to a lesser extent in teaching 
industrial techniques. However, during 
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the war, manuals, quizzes, and other edu- 
cational material based on films were 
prepared for the purpose of training war- 
plant workers. 

Engineering, science, and management 
courses were developed under the direc- 
tion of the Federal Office of Education, 
and educational film bureaus and organi- 
zations developed whole series of films 
to train industrial workers and war-plant 
personnel. Some of these films showed 
the progressive steps in fundamental 
bench work operations, the correct use 
of metal-working tools, or the funda- 
mentals of steel making. Others showed 
the best methods of storage warehousing, 
or gave instruction on how to pack goods 
for over-seas shipments. Still others 
dealt with the training of foremen in 
personnel relations. 

Of course, it is true that the use of 
visual aids in teaching was not new with 
the war. Both industry and the schools 
and colleges were using such materials 
long before hostilities started. But de- 
velopments in the armed forces and for 
the war industries have been so far- 
reaching that the whole field of audio- 
visual aids has taken on new signifi- 
cance in teaching. 

Properly combined with readings, 
lectures, and discussions, the motion 
picture and slide film should give new 
life to classroom presentations and 
stimulate interest in students of varying 
backgrounds and of different age levels. 
It is in this respect that visual aids may 
best serve to help reconcile the attitudes 
of battle-experienced ex-servicemen and 
the lads fresh from the high schools of 
our land. The ex-servicemen, in most 
cases familiar with this technique of in- 
struction, have probably gained an ap- 
preciation of what the motion picture 
can do for them and so will be a respon- 
sive audience. Among the freshmen, on 
the other hand, the reaction may not be 


unlike that of a case which was recently 
brought to my attention. A class was 
viewing a picture on industrial manage- 
ment. At the end of the showing, an 
underclassman turned to a fellow stu- 
dent and said, “‘Gee, they really do all 
those things, don’t they? I didn’t be- 
lieve the Prof. when he said so in the 
lecture. It seemed so impractical; I 
thought that it was just some more 
theory.” 

The motion picture, properly used, 
helps make abstractions understandable, 
It re-enacts movement, analyzes func- 
tions, and reproduces natural colors and 
sound. It awakens and maintains inter- 
est because it contains all of the force 
and persuasive power of the spoken 
word plus all of the attention-getting, 
attention-holding, and instructional val- 
ues of the picture. But above all, it over- 
comes the handicaps of time and space 
and brings to the man in the classroom 
the experiences of the world of affairs 
both past and present. The student is 
not told ...he sees... and seeing, he 
believes. 


REQUISITES FOR SuccEssFUL USE 


Yet, despite the many merits of the 
motion picture and slide film, these de- 
vices cannot perform the task of teach- 
ing without the close support of the 
instructor. Unfortunately, there is a 
tendency among some teachers to regard 
the motion picture as an excellent device 
for enabling them to obtain a free hour 
every now and then. Properly used, 
every motion picture and slide film 
should be previewed by the instructor 
before it is shown to a class. The instruc- 
tor should also be in attendance during 
the classroom showing. 

One reason for previewing all films is 
that titles are frequently a very poor 
guide to content. Selection by title alone 
may well result in the showing of many 
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poor and inappropriate pictures, on the 
one hand, and the missing of some very 
excellent ones, on the other. At the Col- 
lege of the City of New York, in the 
Department of Business Administration, 
each instructor is requested to preview 
the film that he shows his classes, and a 
member of the teaching staff is espe- 
cially designated to pass upon all films 
that are to be shown in any given course. 
In passing judgment on these films the 
following points are considered: 


1. The suitability of the film as a teaching 
device; that is, the determination of 
whether the film has a specific teaching 
objective. 

2. The suitability of the film for the age 
group to which it will be presented. 

3. The suitability of the film to the sub- 
ject matter of the course in which it 
will be shown. 

4. The determination of whether the film 
is dated with respect to styles, pro- 
cedures, references, or in other ways to 
such an extent as to impair its value. 

5. The determination of whether the film 


honestly portrays the situation which 
it depicts. 

6. In addition, there are certain mechani- 
cal considerations regarding the quality 
of the sound reproduction, clarity of 
photography, and time necessary to 
make a complete showing. 


It is the writer’s experience that stu- 
dents are apt to regard a film that is 
four or five years old with some amuse- 
ment and think it of questionable value. 
This is understandable when one realizes 
that five years’ time takes a freshman 
back to his grade school days, a sopho- 
more back to his first year in high school 

. a very long time indeed to those in 
their middle and late teens. However, 
a “dated” film can still be useful if 
properly introduced by the instructor, 
and in this fact is found another reason 
for previewing every film. 

A third reason for previewing lies in 


the fact that some films make a one- 
sided presentation but, if correctly 
handled, may still do an excellent teach- 
ing job. For example, there is a film 
which shows an organization with a 
complexity of problems, all of which are 
solved by the purchase of one type of 
machine. The acquisition of this machine 
might have been of some help in actual 
practice but it certainly was not the only, 
or even necessarily the best, solution to 
the problems. This fact does not invali- 
date the use of this film as a teaching 
device if the instructor and class are 
forewarned of what to expect. The 
problems and solutions which the picture 
presents may be used as a spring-board 
for discussion in which other solutions 
may be proposed. 

Before showing a film, the class should 
be informed of the purpose of the show- 
ing, the goal of the producer or sponsor of 
the film, and what specifically should be 
observed during the presentation. For 
example, a very excellent sales-training 
film has been produced for the Bates 
Manufacturing Company, makers of 
office supplies and equipment. The title 
of the film is, J#’s the Little Things that 
Count, and true to its title the picture 
shows many of the little things that make 
successful sales presentations. A stu- 
dent seeing this picture for the first time 
will miss many of these points unless 
they are called to his attention by the 
instructor. 

A picture of this kind offers three pos- 
sibilities with respect to classroom pres- 
entation. First, the tactics of the two 
salesmen pictured in the film may be 
studied and analyzed. The one salesman 
makes blunders and does almost every- 
thing the wrong way; the other is care- 
ful of the little things that count. 
Second, the film pictures a few meetings 
between a sales manager and his sales- 
men in which some informal sales-train- 
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ing takes place. This technique of sales 
training may be discussed after the show- 
ing. Third, the film itself is a sales 
training device and as such may be dis- 
cussed and evaluated by the class. It is 
probable that if used in a class in sales- 
manship, the first method of handling 
would be used, while if used in a class 
in sales management, the last two 
methods would be employed. 

After a showing, there should be class 
discussion of what has been seen. Some 
organizations that have produced films 
have had manuals printed which they 
will lend with the film. These manuals 
often prove helpful in conducting the 
discussion after the showing. The De- 
partment of Business Administration in 
the College of the City of New York is 
now engaged in a project of writing train- 
ing guides for all films in its film library 
which do not have manuals supplied 
by the producer or sponsoring company. 
These guides follow the pattern of 
briefly summarizing the film, naming the 
sponsor and indicating the sponsor’s 
purpose or goal in using the film, inform- 
ing the instructor of what points should 
be brought to the attention of students, 
and of supplying a list of suggested ques- 
tions to be used after the showing. It is 
thought that these guides will be very 
helpful to the instructors in selecting and 
using films. 

The City College Film Library also 
has prepared a catalogue that lists and 
briefly describes 250 films. This cata- 
logue enables an instructor readily to 
select not only from films in the College 
Library but also from available films in 
any one of a number of specific fields 
those which he believes fit his needs 
sufficiently to warrant previews. 

Still another source which has proved 
useful to teachers is the catalogue pro- 
duced by the Committee on Consumer 
Relations in Advertising. This catalogue 


lists and describes 791 teaching aids, of 
which 165 dre motion pictures and slide 
films. These materials have been pro- 
duced by 214 business firms and trade 
associations. 

One of the surprising facts in connec- 
tion with the use as teaching aids of 
motion pictures and strip films sponsored 
by commercial enterprises, as distinct 
from those produced by or for the schools 
themselves, is their remarkable flexibility. 
The commercially sponsored film has not 
been made with school use in mind. Its 
purpose may be promotional or it may be 
to train the sponsor’s employees. In 
either case, the resulting picture is quite 
different from films produced for use in 
the school or college classroom. To the 
teacher first using films, this seems a 
handicap, and sometimes it is. However, 
more frequently it is an asset rather than 
a handicap. 

It has already been noted how a single 
film may be used for several different 
purposes, or in two or more different 
courses, merely by changing the em- 
phasis placed upon introductory remarks 
and upon the discussion following the 
showing. Pictures made by or for the 
schools and colleges usually do not offer 
this same range of possibilities, because 
they have been designed to serve a 
specific purpose in a particular class and 
everything extraneous to that purpose 
has been omitted. Therefore, secondary 
or alternate uses are less possible. This is 
not said in condemnation of school- 
made pictures, but rather to demonstrate 
some not too readily recognized pos- 
sibilities in business-sponsored films. 

Another example of an advantage to 
be gained by using commercially spon- 
sored pictures is the opportunity they 
afford for analysis work. Often it is pos- 
sible to obtain two pictures produced by 
different companies but covering the 
same subject. Suppose, for sake of il- 
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lustration, that they are sales-training 
films; the student is thus afforded the 
chance to analyze the sales training 
techniques used by each company. The 
advantages and disadvantages of the 
two methods can be compared and 
evaluations made. Needless to say, such 
a presentation results in a stimulated 
class discussion. 

Furthermore, when business-sponsored 
films are used, they carry the name of the 
sponsoring firm. This name is often well- 
known to students and so lends a pres- 
tige and believability to the presentation 
that it might not otherwise possess. Even 
if the picture is promotional with a 
definite bias in its presentation of sub- 
ject matter, it serves to demonstrate to 
the class in advertising or sales promo- 
tion one company’s use of the motion 
picture as a sales device. Whether it is 
wisely or poorly used becomes a subject 
for class discussion. 

In some areas of business, excellent 
films are available. This is especially true 
in the field of production management, 
where training films made during the 
war for industrial workers are now being 
made available for college and school 
use. Also, in this field, the University of 
Iowa has made two very good motion 
pictures which deal with time and mo- 
tion studies. 


Arps ror Courses IN ADVERTISING 

In the teaching of marketing and 
related subjects, the situation with 
respect to good films varies. For example, 
the teacher of adv-rtising will find a 
number of very fine motion pictures and 
slide films dealing with several different 
aspects of his subjects. Outstanding ex- 
amples will be submitted to the Fournal 
for publication from time to time by the 
Committee on Visual Aids. 


Arps ror OrHER MARKETING CourRSES 
Teachers of salesmanship, retail sell- 


ing, and sales management are especially 
fortunate in the large number of motion 
picture and strip films which are avail- 
able. A few examples are the following: 
The Plymouth Division of the Chrysler 
Corporation has developed a series of 
slide films with sound recordings. Start- 
ing with the “approach” and ending with 
the “‘close,” a separate spool of film is 
devoted to each step that goes to make 
a successful sales presentation. Mont- 
gomery Ward has a similar set of slide 
films and records which deal with retail 
selling, merchandising, and display. The 
Jewell Tea Company and Kelly Spring- 
field Tires each have a series of strip film 
on retail selling, as has also the Dartnell 
Corporation. A motion picture produced 
for the Bates Manufacturing Company 
portrays sucsessful methods of selling 
office supplies and equipment. In addi- 
tion, there are such pictures as /?’s a 
Pleasure, produced for Cooper’s Inc., 
which analyzes incorrect selling tech- 
niques and suggests corrections, and 
Thought Starters, a General Motors film 
which presents sales ideas for dealers. 

In the teaching of courses in ele- 
mentary marketing, the situation with 
respect to the availability of visual aid 
materials is not so favorable. There are a 
few good films which may be used in 
certain parts of such courses. 

For example, the California Fruit 
Growers Exchange has produced two 
motion pictures, Sunkist Fruit and 
Vegetable Merchandising, and Sunkist for 
Profit. The former, and more recent, 
shows methods of preparing fruits and 
vegetables for effective retail display and 
sale. The latter gives a brief history of 
the founding and development of the 
California Fruit Growers Exchange and 
shows some of the services it performs. 

Either of these pictures may be used 
to supplement a presentation dealing 
with the elements of retail displays and 
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selling, or they may be employed in con- 
junction with a discussion of producer 
cooperatives. In addition to showing how 
a leading producer cooperative operates, 
the pictures themselves may be used as 
examples of promotional devices used by 
the cooperative in an effort to increase 
sales volume. 

Here is Tomorrow, produced for the 
Cooperative League of the United States, 
gives a history of the consumer coopera- 
tive movement in this country. Two 
other films which can be used also when 
studying consumer cooperatives are The 
Cooperatives Are Coming, which treats 
cooperatives in the Midwest, and Con- 
sumer Cooperation, which is a study of 
the need for cooperatives. Turn of the 
Tide is a film which combines consumer 
and producer cooperative undertakings 
by showing how the lobster fishermen of 
Maine organized a credit union and a 
marketing and consumer cooperative. 

The Department of Agriculture has 
produced some strip films which may be 
used in basic courses in marketing, al- 
though for the most part these are 
highly specialized with respect to specific 
products. Examples are the two strip 
films, Marketing Eggs and Marketing 
Poultry. 

A picture produced by the United 
States Navy shows some of the funda- 
mentals of storage warehousing, and may 
be used in teaching a course in elements 
during the presentation of materials on 
storage. 

Consumers Serve Themselves, a motion 


picture in color, shows wholesaling and 
retailing on the Eastern seaboard as well 
as laboratory testing and its relation to 
marketing. 


CoNCLUSION 


Although these are not all of the avail- 
able pictures which may be used in con- 
nection with courses in marketing, it 
may be said that, on the whole, the 
teacher of elementary marketing does 
not have at his disposal the wealth of 
audio-visual material that the teachers 
of advertising, salesmanship, sales man- 
agement, and retailing enjoy. Perhaps 
the time has come for teachers of market- 
ing, through this Association, to attempt 
to develop a more complete coverage by 
audio-visual aids for the basic courses in 
marketing. 

To this end, a program of our current 
needs might be developed and an at- 
tempt made to demonstrate the value of 
the motion picture as an effective public 
relations device to business firms and 
trade associations. That the motion 
picture will serve this end is seen in the 
fact that such pictures dealing with 
various aspects of marketing would be of 
use not only to schools and colleges but 
also to women’s clubs and other organiza- 
tions. Such pictures would develop a 
broader knowledge and better apprecia- 
tion of the operation of the system of 
distribution, and in so doing they would 
eliminate the basis for much of the ill- 
founded criticism of marketing, of mer- 
chants, and of advertisers. 
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THE INTERPRETATION OF CONSUMER 
DIS-SAVING 


LAWRENCE L. VANCE* 
University of Minnesota 


Eprror’s Note: The author presents the thesis that 
families with net deficits reported for any particular 
period surveyed will have a normal income and expenditure 
pattern, that for many this normal level is such as to make 
them an effective market for many types of goods, and that 
they tend to move toward their normal income and ex- 
penditure levels in subsequent periods. Hence, these groups 
may represent more effective markets than is usually as- 
sumed by groups making use of family income and ex- 
penditure data in connection with market analyses. 


TUDIES of consumer incomes and ex- 
S penditures generally disclose dis- 
saving (money deficits for current living) 
at the lower income levels. Superficial 
reaction to this fact concludes that the 
groups with net deficits are poor cus- 
tomers in terms of volume, quality of 
merchandise demanded, or credit risk. 

Closer observation discloses, however, 
that the averages conceal a large seg- 
ment of consumers whose dis-saving is by 
no means inconsistent with prosperity 
and even cover up substantial numbers 
who have net savings. Better interpreta- 
tion of income and expenditure data can 
be made by using frequency distributions 
of the data in preference to averages. 
However, a full view of the facts requires 
that other information than incomes and 
expenditures be available. 

The nature of the problems of in- 
terpretation in using income and ex- 
penditure data will be illumined in the 
consideration of dis-saving which follows. 
The material used is from the Study of 
Consumer Purchases undertaken in 
1935-36 by agencies of the U. S. Govern- 
ment. This paper is restricted to the data 
in the Urban Series of the Study, which 


*The author is indebted to Professors George J. 
Stigler and Roland S. Vaile of the University of Min- 
nesota for suggestions culminating in this article. 


was prepared by the U. S. Bureau of 
Labor Statistics. 


GENERAL NATURE OF THE DATA 


The study covers 31 urban com- 
munities, classified as follows: two me- 
tropolises—New York and Chicago; six 
large cities of around 300,000 population; 
fourteen middle-sized cities of 30,000 to 
75,000 population; and nine small cities 
of 10,000 to 20,000 population. Tabula- 
tions of expenditures were made from 
individual family schedules by income 
groups for occupational classes and 
family types. Negro families were studied 
in five of the cities. 

The families studied were restricted to 
those having a native born husband and 
wife; any family which received some 
relief during the year was excluded; and 
“families with income below the levels 
which define the customary spending of 
non-relief groups” were omitted, the 
object being to “eliminate as far as pos- 
sible factors of economic stress.” Other 
exclusions of interest in the study of 
dis- saving are as follows: families not 
occupying a home in the community and 
having no access to housekeeping facili- 
ties for at least nine months of the 
schedule year were excluded; and fami- 
lies which had more than one roomer or 
boarder for 52 weeks of the year, or more 
than one guest for 26 weeks of the year, 
were also excluded. Other exclusions will 

1 This exclusion applies to all families with less than 
$500 income in New Pork and Chicago; to white fami- 
lies in large cities with less than $500 income; to white 
families in middle-sized and small cities with less than 


$250 income; and to Negro families in Columbus (a 
large city) with income under $200, 
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be noted in connection with the pertinent 
topics. 


The Accounting Problem 


To compute the cost of current living 
accurately, the data should be put on 
an accrual basis—that is, expenditures 
which represent consumption in future 
years should be classed as assets at the 
end of a particular year, and expendi- 
tures of prior years, insofar as they give 
rise to consumption in a particular year, 
should be included in the cost of living of 
that year. This applies especially to 
durable-use goods, of which the most 
important are houses, automobiles, furni- 
ture, sundry equipment, and clothing i in 
the approximate order stated. Another 
general class of expenditures which gives 
rise to assets are those for education. 

Of these items, the Consumer Pur- 
chase Study has made proper accounting 
for houses alone, expenditures upon all 
the others in the schedule year being 
included as cost of current living for that 
year, and no provision is made for the 
consumption of such items purchased in 
prior years. The same statement can be 
made about insurance premiums, dues, 
subscriptions, and other items, all of 
which are relatively insignificant. 

A matter of some importance here is 
the fact that 1935-36 was a year of 
business recovery, and purchases of 
durable goods in that year were no doubt 
higher than we should expect to find in 
average periods. No attempt has been 
made to adjust the data presented in this 
study for purchases of durable goods and 
for educational expenditures for two 
reasons. First, the chief concern of this 
paper is with the pattern rather than the 
quantity of dis-saving and with the 
question whether dis-saving is evidence 
of distress. Second, scrutiny indicates 
that distortion of the figures by ex- 
penditures of the type in question is not 


significant in the lower income levels 
where the existence of average net dis- 
saving is unequivocal. 


THE PHENOMENON OF REGRESSION 


The term “regression” is used here in 
the sense given it by Galton, who found 
a “regression” toward the mean from 
fathers to sons; i.e., sons can be expected 
to be nearer mean height than their 
fathers. This appears to be a charac- 
teristic of any statistical array based 
upon independent variable attributes. It 
follows from the fact of variation that 
any large group selected at one time 
at one value of the variable will produce 
a wide range in terms of another variable. 

Similarly, parents chosen at one value 
of a variable attribute of a population 
will produce offspring which, within the 
limits of the variable, will be distributed 
around the value selected for the parents. 
Thus a regression from the extremes 
toward the mean and from the mean to 
the extremes can always be observed; 
sons of seven-foot fathers, for the most 
part, would be less than seven feet tall, 
and from a sufficiently large group of 
fathers 5’ 8” in height one would expect 
to find some seven foot sons and some 
four foot sons. 

In data on dis-saving we have a popu- 
lation of family incomes which are re- 
produced year after year by a relatively 
fixed population of families. The variable 
parameter is saving—when negative, 
dis-saving. While this situation is not 
strictly analogous to the biological case 
described by Galton, the same charac- 
teristic of regression is found in it. 

Thus, one may select families with an 
income normally $1,0co in one year and 
discover that their incomes in the suc- 
ceeding year vary considerably from that 
figure. In such a case the expenditures of 
the several families are likely to remain 
nearer to $1,000 in the second year than 
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the incomes of that year suggest; 1.e., 
expenditures will be based more on ex- 
pected average income than upon the 
actual income of a given year. This can 
readily be seen in the fact that thein- 
comes of many families are consistently 
fluctuating in nature, as is the case with 
independent business men, for example. 
It will be recalled from the discussion of 
the accounting problem that irregular 
purchases of durable goods, if improperly 
classified, result in similar effects. 

Another situation which may be clas- 
sified with regression effects is the 
justifiable expectation of increasing in- 
come, as is true of young professional 
men; for example, it appears in the 
familiar case of a medical doctor who 
borrows to maintain himself while he 
gets established in practice, anticipating 
that he will shortly reach the average 
level of income in his profession. Here 
again, the income class in which the 
family falls does not represent a normal 
position for it, and the dis-saving in- 
volved represents a rational anticipation 
rather than distress. In the following dis- 
cussion this case will be referred to as a 
case of “regression” for convenience. 

This concept of regression will be use- 
ful in interpreting the quantitative find- 
ings which follow in view of the fact that 
neglect of it is apt to be accompanied by 
the assumption that the actual cases 
represented in a particular income class 
are families which customarily have in- 
comes at that level, which leads to 
entirely erroneous conclusions. 


QUANTITATIVE FINDINGS 


The averages which disclose net dis- 
saving at the lowest income levels con- 
ceal a fact of considerable significance; 
i.e., with rare exceptions a substantial 
proportion of the families in any income 
group have net savings, though the 
average experience of the whole group 


may be dis-savings. This is clearly dis- 
played in Table I. Obviously some 
families are able to adjust themselves to 
very low incomes, and it seems likely 
that these are families which have 
normally experienced very low incomes. 

Three general cases may be suggested 
to explain the dis-saving which gives its 
characteristic to the lowest income 
groups above the level of relief. First is 
the situation of a family in its normal 
income class for the schedule year, but 
faced with an emergency—such as pro- 
longed hospitalization—which necessi- 
tates expenditures in excess of the in- 
come. Second is the case of a family 
normally in its income class of the 
schedule year but living on the capital of 
an inheritance or retirement fund from 
choice; this is the characteristic position 
of persons in retirement. The third case 
is that of the family with abnormally low 
income (either with respect to past 
averages or reasonable expectations) 
during the schedule year which dis-saves 
rather than reduce a standard of living 
which it can maintain regardless of the 
poor year. This last is the case of regres- 
sion; its relative importance will be 
clearer when explanations of variations 
in dis-saving between large and small 
cities and between other classifications 
are sought. 

Average net dis-saving of non-relief 
families in U. S. Urban Communities is 
given in Table II. The data have been 
put into a more manageable form in 
Table III, which tabulates the mean 
values of the several city-size classifica- 
tions. It can be readily observed that 
dis-saving is markedly higher in New 
York and Chicago than in the other 
cities, and there is sufficient indication 
that dis-saving is positively correlated 
with the size of the community. 

Two hypotheses offer useful explana- 
tions of this pattern: living costs are 
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Tasie I.—PercentaGe or Non-revieF Famiies 1n U. S. Urspan Communities REporRTING 
Surp.us (S) anv Dericit (D) 1n 1935-36 

























































































Income Classes 
Under | $250- $s500- $750- | $1,000-| $7,250- | $7,500- | $7,750- | $2,000- 
Community $250 $499 $749 $999 | $7,249 | $7,499 | $1,749 | $1,999 | $2,249 
S|D|s|D}s|D|s|p|s|p|s|pd|s|pd|s|p]s |p 
White Families 
New York City 12 | 68 | 31 | 59 | 49 | 38 | 51 | 45 | 62 | 36] 58 | 36 | 61 | 36 
Chicago 22 | 70] 44| 55 | 52| 43 | 58 | 38 | 66 | 28 | 73 | 26| 77 | 21 
Large Cities 
Providence 14 | 79 | 57 | 43 | 43 | 49 | 62 | 35 | 57 | 36 | 62 | 37 | 71 | 26 
Columbus 25 | 60] 49 | 41 | 53 | 41 | 62 | 36 | 65 | 28 | 74] 25 | 70 | 28] 75 | 24 
: Atlanta 62 | 38 | 41 | 58 | 51 | 45] 521 47] 56] 42 | 63 | 37 | 65 | 34 
Omaha-Council 
Bluffs 34 | 66 | 38 | 50 | 46 | 48 | 52 | 46] 66] 33 |.70]| 30] 74] 25 
Denver 23 | 61 | 31 | 53 | 51 | 49 | 60 | 37 | 63 | 36 | 641] 34] 67 | 32 
Portland 31 | 62 | 38 | 49 | 55 | 38 | 58 | 36 | 64 | 33 | 69 | go | 66} 32 
Middle-sized Cities 
New England — |100 | 21 | 70 | 37 | 62 | 47 | 51 | 59 | 38 | 57 | 421] 57 | 43 | 72 | 28 
East Central 29 | 70 | 23 | 68 | 42 | 47 55 | 40] 64 | 33 | 70 | 28 | 77 | 22] 73 | 25 
Southeastern 1§ | 72 | 42 | 51 | 57 | 36] 59 | 34] 61 | 35 | 62 | 33 | 66 | 32 | 68 | 27 
West Central 4| 85] 35155] S54] 41 | 62 | 31 | 69 | 28 | 70 | 28 | 71 | 26| 76] 24 
Rocky Mountain — |100 | 20 | 73 | 26 | 72 | 40] 57 | 49] 50 | 69 | 31 | 51 | 47 | 68 | 32 
Pacific Northwest 16 | 84] 25 | 56} 58 | 38 | 51 | 46 | 57 | 40 | 62 | 38 | 56 | 43 | 69] 31 
Small Cities 
New England — | 92 | 21 | 69 | 40 | 53 | 49 | 46] 61 | 36] 54] 43 | 62 | 35 | 69 | 28 
East Central 12 | 82 | 45 | 46] 52 | 38 | 57 | 37 | 74] 25 | 71 | 28 | 74 | 24] 78 | 22 
Negro Families 
New York City 38 | 40] 31 | 451] 57 | 42] 51 | 321] 75 | 22 | 52] 42 | 82] 11 
Large Cities 
Columbus 19 | 61 | 36 | 46 | 56| 41 | 81 | 19] 95] 41] 94] 61] 70] 30! 89] 11 
Atlanta 29 | 67 | 50 | 41 | 63 | 26 | 69 | 29 | 81 | 19 | 85 | 15 | 76| 17 | 84 | 16 | 86 14 
Middle-sized Cities 
Southeastern 27 | 57 | 49 | 24 | 60] 23 | 78 | 14] 79 | 20] 72 | 24 | 86] 14] 93] 7 |100 tom 















































Source: Consumer Purchases Study, U.S. Bureau of Labor Statistics. 

Note: Percentages in the income cells of this table do not add to 100 because some proportion of the families 
in most cells had balanced budgets. The study permitted a net balancing difference of 5 per cent in the original 
schedules, and this margin of error runs through all the data. 


higher in larger cities, and regression 
effects are larger. Thus, if one proceeds 
on the assumption that dis-saving ap- 
pears as a result of the pressure of 
extraordinary need upon a family whose 
income is customarily what it was in the 
schedule year, or that it represents 


deliberate consumption of capital in a 
retirement program, one might expect 
that more would have to be spent to 
meet the emergency or the program in the 
large city city than in the small one. 

On the other hand, if it be presumed 
that the dis-saving represents main- 
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tenance of a standard of living derived 
from an income which averages higher 
than that of the year in question, one 
would expect to find families in a partic- 
ular income classification from higher 
normal levels in the large city than in the 
small one simply by virtue of the fact 
that there is a higher range of income and 
larger numbers at the higher levels in 
the larger communities. 


Dis-saving is remarkably lower among 
Negro than among white families. The 
difference between Negro and white dis- 
saving must be for the most part laid at 
the door of regression on the grounds 
that the Negro population represents a 
group with severe limitation of income 
which prevents the appearance of fami- 
lies with normal incomes as high as in 
the case of white families. This also 





TasB_e II].—Averace Net Dis-savincs or Non-Reuier Famiuies 1n U. S. Urnsan 
ComMMUNITIES FOR THE YEAR 1935-36 
(in dollars) 








































































































Income Classes 
— Under | $250- | $500- | $750- | $7,000- $1,250-| $7,500- 1,750-| $2,000- 
7 $250 | $499 | $749 | $999 | $1,249 | $1,499 | $1,749 | $1,999 | $2,249 
White Families 
New York City 408 195 96 86 56 | 20 14 
Chicago 204 113 63 29 3 I+ 42 |+ 87 
Large Cities 
Providence 116 61 59 7 30 I+ 6 |+ 33 
Columbus 124 38 26 2 |+ 45 I+ 95 [+114 
Atlanta 20 81 58 23 II 2 |+ 60 
Omaha-Council Bluffs 184 64 66 28 i+ 44 |+ 71 |+136 
Denver 133 73 39 57 34 |\+ 65 |+ 42 
Portland 148 94 9 I+ § I+ 59 I+ 71 |+ 72 
Middle-sized Cities 
New England 374 14I 86 68 22 31 82 |+121 
East Central 204 100 62 26 |+ 4 |+ 60 [4117 |+153 
Southeastern 132 48 14 16 i+ § |+ 22 |+ 35 |+ 86 
West Central 230 84 43 It 1 |+ 34 \+ 63 |\+146 |+172 
Rocky Mountain 261 Ig! 137 115 1or_ |+ 39 17 |+ 66 
Pacific Northwest 247 113, |+ 15 5 |+ 14 I+ 7 |I+ 32 I+ 99 
Small Cities | 
New England 200 220 76 $3 |+ 19 23 |+ 14 |+102 
East Central | 184 66 | 24 28 i+ 26 |+ 56 |+125 [+130 
Negro Families 
New York City 18 63 20 4 |+ 4! st |+ 96 
Large Cities 
Columbus 67 38 6 |+ 64 |4+161 |+194 [+ 59 |+285 
Atlanta | 97 32 |+ 2 |+ 27 [+ S59 [+ 87 [+140 |+267 [+301 
Middle-sized Cities 
Southeastern | 34 § jt 12 |+ 30 |+ 39 [+ 16 [+123 |+264 (+470 





Note: + =Net Savings. 
Source: Consumer Purchases Study, U. S. Bureau of Labor Statistics. 
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(in dollars) 
Income Classes 
Under | $250- | $500- | $750- | $1,000-|$7,250-—|$7,500-|$7,750- | $2,000- 
Community $250 | $499 | $749 | $999 | $1,249 | $7,499 | $7,749 | $7,999 | $2,249 
White Families 
Metropolises 306 154 80 58 jo |+311 |+ 27 
Large Cities 121 69 43 19 |+ 12 |+ 51 |+ 76 
Middle-sized Cities 241 113 55 38 11 |+ 27 |+ 39 |+116 
Small Cities 192 143 50 41 |+ 23 |+ 17 |+ 69 [+116 
Negro Families 
New York City 18 63 20 4 |+ 4! st |+ 96 
Large Cities 97 50 18 |+ 11 +62 (+124 [+167 |+163 |+293 
































Note: + =Net Savings. 


Source: Computed from data in the Consumer Purchases Study, U. S. Bureau of Labor Statistics. 


suggests that the regression effect is by 
far the most important one in the 
determination of the amount of net dis- 
saving, since Negro and white families 
with normal incomes at the same level 
would not be expected to incur very 
different costs for emergencies or to 
consume retirement capital at different 
rates. 

It is quite conceivable that many other 
hypotheses might explain these phe- 
nomena; however, the ones given are 
simple and none more likely occur to the 
author. In any event they open promising 
avenues of investigation. 

Table IV, Part A, summarizes dis- 
saving of white families in middle-sized 
cities by type of family in terms of means 
of the average net dis-saving per income 
class in each of the 14 communities. The 
family types are designated in ascending 
order of size. Type I consists of husband 
and wife only. Types II and III have 
husband and wife and one or two 
children under 16. Types IV and V have 
at least three adults and may have one or 
two other members. It will be observed 
that dis-savings are positively correlated 
with the size of the family. 


Here, one of the explanations pre- 
viously available drops out, since it does 
not appear likely that larger families 
will need to spend more in excess of a 
given normal income to meet an emer- 
gency than asmaller family would require 
to meet the same emergency, except, of 
course, in the case of an auto accident or 
another casualty injuring some propor- 
tion of the members of the family. The 
other explanations, however, apply as 
before: capital consumption in retire- 
ment would be larger for a larger family, 
and regression effects can be seen in the 
fact that there is some positive correla- 
tion between size of family and size of 
income. 

Table IV, Part B, presents data for 
middle-sized cities classified upon an 
occupational basis. The value of these 
data for the purpose in hand is di- 
minished by the omissions made in the 
original study. Since the purpose there 
was to discover normal spending pat- 
terns rather than distressed conditions, 
no tabulations were made for wage 
earners and clerical workers with income 
under $500 or for business and profes- 
sional families with income under $1,000. 
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Tas_Le IV.—Grovup Means or AVERAGE Net Dis-savincs or Wuitre Non-Re ier FAMILies 
tn Mippte-sizep U. S. Ursan Communities BY Famity Types AND 
OccuPATIONAL CLASSES FOR THE YEAR 1935-36 
(in dollars) 








Income Classes 





$500- 


7 50- $7,000- $7,250- $7,500- $1,750-| $2,000- 
$749 


Family Type $999 | $1,249 | $7,499 | $1,749 | $7,999 | $2,249 





Part A: Family Types 





Type I 71 10 9 +12 
37 13 


77 19 


+136 
+129 
+107 





Types II & III 109 66 
Types IV&V 161 88 

















Occupational Class Part B: Occupational Classes 





Wage Earners | 5 


Clerical 

Independent Business & Pro- 
fessional 

Salaried Business & Profes- | 


sional 


27 + 6 
78 62 35 16 


63 54 12 














62 21 +10 





Note: +=Net Savings. 


Source: Computed from the Consumer Purchases Study, U. S. Bureau of Labor Statistics. 


In spite of this limitation, some in- 
terpretation can be made: wage earners 
show the least dis-saving and business 
and professional groups the _ highest. 
There is little to suggest that one should 
expect differences in costs for emer- 
gencies or in retirement consumption of 
capital between occupational classes of 
the same normal income level, but much 
to indicate a difference upon regression 
grounds, for the normal income levels of 
the two groups are as widely separated as 
possible. The near coincidence of dis- 
saving levels for the clerical workers and 
the independent business and _profes- 
sional classes in the middle-sized cities 
as disclosed by the table is probably not 
representative of actuality. This con- 
clusion is supported by the fact that the 
two groups are at opposite ends of the 
dis-saving scale in New York City and 
Chicago. The observation for middle- 
sized cities is most probably a sampling 
fluctuation. 


Scrutiny of the data of Table II for 


middle-sized cities will indicate some cor- 
relation between the amount of dis- 
saving and the degree of industrialization 
of the region. This does not appear to 
any appreciable extent in the case of the 
“large” cities. These facts can again be 
explained on regression grounds; in- 
dustrial communities afford higher in- 
come levels from which families with a 
“bad year” may be drawn and this 
effect is reduced where the size of the city 
becomes so large that these income levels 
are reached as a result of the concentra- 
tion of commercial activity in spite of 
low industrialization of the region as a 
whole. 


ConcLUSION 


Uncritical observation of dis-saving 
suggests distress as a cause, but this con- 
clusion cannot be reached from the fact 
of dis-saving alone. Reference must al- 
ways be made to the average or normal 
income of the families for accurate 
market appraisals. 











TERMS OF SALE 


KARL L. ANDERSON 
Office of Price Administration 


Epiror’s Note: This article is based upon a paper 
presented at the Conference on Price Research, of which 
Dr. Corwin D. Edwards is chairman. 


HE GENERAL problem to be dealt 

with in this paper can be stated very 
briefly: What is the place of terms of sale 
in the equilibrium of a market? The 
phrase “‘terms of sale” refers to those 
specific conditions as to the basis of 
pricing, billing, and delivery by the 
seller, and those specific conditions as to 
payment by the buyer, which constitute 
an integral part of the sales transaction. 
Such terms are set forth explicitly and 
fully in the case of a sale for which a 
covering written contract is drafted; they 
are commonly included as a part of any 
complete published price list; they are 
generally understood fairly distinctly 
by buyer and seller even in the case of 
the more informal kinds of sales transac- 
tions. 


DEFINITION OF TERMS OF SALE 


A definition so broadly stated, how- 
ever, might well leave doubts about 
what is included. Such doubts can be re- 
moved readily enough by the easy ex- 
pedient of reciting in summary the 
“standard terms of sale” presented in the 
catalog of a company in the brass in- 
dustry. These terms are as follows: 


1. Prices: Prices are subject to change 
without notice. Prices quoted are 
binding only for immediate accept- 
ance. Printed prices apply only to 
regular commercial specifications, not 
to special specifications. 

2. Quantity schedules: Schedules of quan- 
tity differentials are printed along 
with each new schedule of base prices. 

3. Case charges: No charge is made for 
standard packing. Cost of special 
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packing will be charged to the buyer. 


. Taxes: Taxes on sales, production, 


transportation, etc. (other than in- 
come taxes), are to be added to the 
price and paid by the buyer. 


. Terms of payment: Net cash 30 days; 


I per cent discount for payment by 
the 25th of the month of bills dated up 
to the 15th, or payment by the roth 
of bills dated 16th to end of preceding 
month. Interest at 5 per cent per 
annum charged on accounts not paid 
within 30 days. 


. Seller will not be liable for delay in ship- 


ment or delivery, or for damages suf- 
fered by buyer by reason of such delay, 
when delay is caused, directly or indi- 
rectly, by fires, accidents, or—to put 
it very briefly—other acts of nature, 
God, the government or labor, or 
other causes beyond the control of the 
seller. 


. Freight allowance: Freight prepaid on 


shipments of 100 pounds or more to 
destinations in the United States, 
seller to control routing. All shipments 
under 100 pounds are f.o.b. mill. Spe- 
cial handling charges, parcel post, or 
express charges to be paid by buyer. 


. Scrap: Actual freight up to $1.00 per 


cwt. will be paid by mill on scrap 
returned by customers. Settlement for 
scrap subject to terms of payment 
stated above. 


. General: Materials furnished by sellers 


are to be within the specifications and 
tolerances published by the seller. All 
materials shipped by the seller are 
inspected before shipment. Should any 
materials shipped fail to meet specifi- 
cations or prove defective, they will 
be replaced or otherwise settled for. 
The advice of the seller’s technical 
staff is available to the trade, but the 
seller does not warrant or guarantee 
such advice. Seller is not liable for 
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damages or losses incurred in connec- 
tion with the use of materials sold. 

Should suit for patent infringement 
be brought against seller in connection 
with any materials made by seller to 
buyer’s particular specifications and 
not to seller’s standard specifications, 
buyer is to defend, protect, and save 
seller. 

10. Fitting-up charges to buyer cover part 
of the cost of the special tools and 
fixtures required for his work. Tools 
and fixtures remain the property of 
the seller, but will be used only for the 
buyer’s particular work. If two years 
pass without order from the buyer for 
the particular work, seller may dispose 
of tools and fixtures if he wishes. 

Fitting-up charges will be refunded 
or waived when the poundage shipped 
or ordered, when figured at 1¢ per 
pound, equals the fitting-up charge. 


These terms are representative of 
those generally used in the field of 
industrials, though there are, naturally, 
variations and differences from trade to 
trade. These terms are indicative, also, 
of the general sort of thing that may be 
provided for—with greater detail and 
elaborateness, of course—in a formally 
written contract of sale. 

It should be obvious that in making 
provision for such thines as scrap and 
fitting-up charges, the terms here recited 
are taking into account circumstances 
peculiar to the brass industry, and that 
in other industries there probably would 
be peculiarities of a different nature to be 
taken into consideration. It may be 
noted, also, that changing events bring 
changes in terms of sale. Thus, the terms 
presently announced by some concerns 
include a guarantee of compliance with 
OPA and other wartime government 
regulations. 

For the purpose of this particular 
paper, it is desired to distinguish between 
changes in prices, changes in quality, and 


changes in terms of sale (although prices 
and quality or other specifications are 
not separate from but definitely a part of 
terms of sale). Accordingly, the phrase 
“terms of sale” will refer to those specific 
conditions as to the basis of pricing, bill- 
ing, and delivery by the seller, and those 
specific conditions as to payment by 
the buyer, other than prices as such, and 
other than the specifications of the thing 
being sold as such. 

This more restrictive definition still 
would clearly include terms of payment, 
liability provisions, undertakings with 
respect to performance of contracts, 
understandings regarding returnof goods, 
and so forth. It is intended to include 
provisions regarding packing charges, 
tool and die and fitting-up or set-up 
charges, which are, or may be, additions 
to price but are not a part of the price 
itself. It includes, also, provisions— 
stated or imagined—as to technical or 
other services available to the buyer 
from the seller which may go along with, 
but are not a part of, the article being 
sold. 

The definition excludes the description 
of the article or articles involved as well 
as the price or prices named. It does not 
exclude, however, the basis—for ex- 
ample, f.o.b. seller’s plant, delivered 
buyer’s receiving point, f.o.b. buyer’s 
location—upon which the price is stated, 
because this is not strictly speaking a 
part of the price. 


CHANGES IN TERMS OF SALE 


Wartime conditions brought substan- 
tial changes in terms of sale. Under the 
pressure ‘of expanded demands and 
shortages of supply, there was a tendency 
on the part of sellers to shift terms as far 
as possible to their advantage and pro- 
tection, and there was a readiness on the 
part of the buyers to accede to terms 
which ordinarily they would scorn. 
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These tendencies came to the notice of 
the Office of Price Administration in such 
various ways as violations of price 
regulations, requests for approval of new 
terms, and understandable complaint 
and lament by buyers. They were ob- 
served and methodically recorded, like- 
wise, by the Bureau of Labor Statistics, 
which has been under no illusions in this 
regard. The tendencies forced themselves 
upon the attention of ordinary cus- 
tomers, also, in the form of the rigors of 
wartime buying; shoppers were not ac- 
corded former courtesies, privileges, serv- 
ices, and pleasures. 

It might be argued, of course, that the 
control of prices was responsible for this 
development. Prevented, or at least 
hindered, from raising prices to meet 
market conditions, the argument would 
run, sellers took the obvious course of 
stiffening their terms of sale, just as in so 
many instances they cut quality. Prob- 
ably there is some truth in such an 
argument, although nothing like the 
amount of truth that the critics of price 
control would like us to think. The main 
causes of change in terms of sale were 
summed up in the glaring fact of tight 
markets. Even without price control, 
terms of sale undoubtedly would have 
shifted to the disadvantage of buyers. 

Price controls, as a matter of fact, 
probably curbed the tendency. OPA 
regulations characteristically contained 
provisions designed to prohibit some, at 
least, of the various changes that might 
be made in the terms of sale. Thus, they 
most always retained, either by specific 
statement or by “freeze,” the basis of 
pricing that prevailed before, the terms 
as to transportation and delivery, and 
the charges for packing. They usually 
contained an “evasion clause” also, 
which worked to the same end. 

That price regulations failed to cover 
all of the eventualities is to be readily 


conceded. That the coverage they pro- 
vided was frequently ineffective or un- 
enforceable must be conceded also. These 
concessions should not be allowed, how- 
ever, to obliterate a certain degree of 
success. Terms of sale have not run any 
wildly inflationary course. No fair ob- 
server could say that they have. 

Consider, then, some of the ways in 
which terms of sale changed and the 
ways in which the changes affected 
buyers and sellers. The first thing that 
must be noted, because it is so closely 
related to price itself, is change in the 
pricing basis. With many concerns and 
in many industries, it is customary to use 
alternatively an f.o.b. seller or delivered 
buyer pricing basis, prices being differ- 
entiated accordingly, and the choice in 
the case of any particular sale being de- 
pendent upon the circumstances of the 
case. 

During the war period, there was an 
increasing reluctance to make sales on 
the delivered basis and there tended to 
be a marked concentration of sales on the 
f.o.b. seller basis. In part, of course, this 
tendency was a more or less natural out- 
come of shortages of tires and trucks; 
sellers frequently were simply unable to 
undertake so many deliveries in their 
own trucks, as they often counted on 
being able to do when they offered a 
delivered quotation. In part, also, the 
f.o.b. basis was used because new buyers 
who were located beyond the customary 
range of delivery entered the market. 

The more important contributing 
causes, however, were the obvious ones 
of increased freight charges and the 
notoriously increased headaches involved 
in attending to freight. With the state of 
the market all in their favor, sellers 
elected the option of advantage to them; 
buyers, particularly new buyers, had 
virtually no choice. 

This change in price basis worked, of 
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course, to the detriment of buyers. 
When the price is f.o.b. seller, the seller 
undertakes to do no more than attend 
to packing and loading. It is the buyer 
who is responsible for payment of freight 
charges and for unloading. It is the 
buyer, also, who must concern himself 
about any losses of, or damages to, goods 
in transit, and, what was of more than 
ordinary importance under the condi- 
tions of the war years, it is the buyer who 
must withstand the irritations and losses 
resulting from confusions and delays in 
shipping. The buyer, furthermore, incurs 
the higher charges for freight under war- 
time conditions; in effect, he pays a 
higher price. 

It is worth mentioning in connection 
with the tendency to shift from the de- 
livered to the f.o.b. price basis that there 
was a companion tendency to shorten 
the delivery range. Even where business 
continued to be done on the delivered 
basis, sellers were less eager to solicit 
orders beyond “their own” territory and 
they were prone to claim as their own a 
rather modest territory. This, of course, 
helped to relieve them of expense and 
trouble. It worked, however, to the 
detriment of those buyers who are at 
long distances from sources of supply. 

It is ordinarily the practice in many 
branches of business for sellers to extend 
various “‘services,” technical and non- 
technical, to their customers. Just as 
department stores offer free professional 
advice in matters of furnishing and in- 
terior decoration, so manufacturers of 
machinery and many manufacturers of 
materials and supplies provide engineer- 
ing and other such technical and business 
assistance “‘to the trade.” This practice 
shrank during the war. 

The purchaser of a machine or other 
installation no longer could expect his 
supplier to provide expert guidance in 
initial operations and adjustments, or 


expert help in maintenance and repairs. 
A manufacturing consumer of semi- 
fabricated materials could not look to the 
producer for interested and experienced 
instruction in the proper handling of the 
materials in further fabrication. 

That this change resulted largely from 
scarcity of qualified technicians can 
hardly be questioned. The armed serv- 
ices needed so many technicians of so 
many kinds, and war industry needed so 
many more, that there did not remain 
very many men in the employ of any 
manufacturer whom he could afford to 
make available to his customers. Engi- 
neers and chemists and metallurgists 
were hard to find; so were accountants 
and electricians, instrument makers, ad- 
vertising and display experts, and all 
other kinds of skilled men. 

There are examples to be found, 
nevertheless, in which suppliers con- 
tinued to provide technical service to 
their customers, even if on a more limited 
scale. This seems to be especially notice- 
able in the machinery industries, prob- 
ably because often it requires the direc- 
tion of specialized technicians to get ma- 
chinery installed and working. In other 
industries, customers services were main- 
tained primarily, it appears, as a matter 
of sales policy. Examples also are to be 
found in which manufacturers withdrew 
services from their customers in order to 
extend them to suppliers, a change which 
is to be accounted for only by reference 
to changed market conditions. 

There is some real evidence, then, to 
support the view that the shrinkage of 
the services ordinarily offered by sellers 
was not entirely the consequence of a 
manpower scarcity. Partly, at any rate, 
it was the result of increased demand for 
goods. From the standpoint of the 
entrepreneur, the deployment of re- 
sources of whatever kind is a question of 
comparative advantage. If he can gain 
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more by putting his engineers and sales- 
men to work in his own plant than he can 
by sending them to work for customers, 
work in his own plant they will. If 
customers happen to be troubled by this, 
it is really only because they are so 
urgently in need of supplies, or because 
they are so prosperous, or maybe both. 

It is a well known fact that prices 
actually charged and paid are not always 
the same as list or published prices. 
Actual prices are likely to be whittled 
below the list through concessions and 
discounts and allowances of various 
kinds, especially when markets are soft 
and when competition is stiff. The same 
sort of thing is true of terms of sale. The 
announced terms are not always adhered 
to. But when demand is good and orders 
are easy to get, actual terms, like actual 
prices, move upward toward those pub- 
lished. 

This kind of change, the tightening of 
actual practice to closer conformity with 
published terms, was probably the most 
extensive and most important change in 
terms of sale that took place during the 
war. Where formerly delays and _ ir- 
regularities in payment would be excused 
without penalty, proper payment came 
to be insisted upon. Where once cus- 
tomers’ complaints would be adjusted 
readily and returned goods would be 
replaced without further argument, sell- 
er’s rights were asserted. Where for- 
merly extra charges for setting-up, or for 
tools and dies or special packing, would 
have been shaded or even omitted, such 
charges were levied in full; where pre- 
viously favors had been granted, bills 
were rendered. 

On the other side, buyers inevitably 
made concessions. They became less 
fussy about slight deviations from their 
specifications, they grew more lenient 
about delivery dates and schedules, and 
they tolerantly assumed more responsi- 


bility. Gratified enough to have their 
orders filled, they were likely to regard 
anything more as a favor. 


CoNSIDERATIONS AFFECTING CHOICE 
oF TERMS OF SALE 


Industry peculiarities have real effect 
in determining what things are provided 
for in terms of sale. There are, of course, 
certain minimum essentials always to be 
provided for, such as obligations as to 
payment on the part of the buyer and 
obligations as to delivery on the part of 
the seller. Though these minimum es- 
sentials are covered by law, a concern 
setting forth its terms in a contract or 
price list might wish to state them 
specifically so as to guard against pos- 
sible ambiguities, or to limit or extend 
the obligations which the law might 
otherwise impose. It is in this regard that 
the circumstances of the particular 
branch of trade or industry are impor- 
tant. 

Thus, producers of semi-fabricated 
materials generally state clearly in their 
terms exactly how far their responsibility 
for the quality of their products extends, 
and they state plainly also some of the 
things for which they will not be re- 
sponsible. Manufacturers of tools and 
machines, likewise, usually try to specify 
the character and extent of the warranty 
of performance which accompanies their 
products, and they sometimes make ex- 
press provision for the extent of the 
services of maintenance or engineering 
which they will undertake. To take ac- 
count of such things as these in order to 
define and locate obligations and liabili- 
ties is necessary for smooth conduct of 
the trade. 

In a similar way and for a similar 
reason, it is a widespread practice, not 
only in the realm of inter-business 
transactions but also in ordinary retail 
transactions, to state specifically any 
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obligations with respect to the return, 
replacement, or exchange of goods sold. 
Similarly, also, buyers and sellers of 
scrap materials frequently include in 
their terms a statement of the methods 
to be used in determining the grade or 
grades of the material being sold and in 
determining how worthless or contami- 
nating ingredients are to be dealt with. 

A second consideration, or rather set 
of considerations, affecting choice of 
terms of sale can be collected under the 
heading of business policy. In just the 
same way as a concern may seek to at- 
tain competitive advantages or to exploit 
a strong position through its pricing 
practices, so may it do on a smaller 
scale through fixing its terms of sale. A 
firm anxious to expand its markets is 
likely to establish terms of sale as at- 
tractive as possible to buyers. 

This may be done in such ways as 
offering generous delivery terms or 
liberal and effective guarantees of the 
quality or performance of the goods. Or 
it may be done by keeping at a minimum, 
or even omitting entirely, special charges 
for tools and dies or for special kinds of 
packing or special methods of delivery. 
Competitive conditions, of course, have 
much to do with the particular character 
of the action in this regard. They have 
much influence also in determining 
whether the action taken will be open or 
“confidential.” In oligopolistic industries 
it seems, terms of sale are as likely to be 
adjusted confidentially, customer by 
customer, as are prices. 

The influence of business policy upon 
the choice of terms of sale was partic- 
ularly interesting during the war period. 
It is a notable fact that those concerns 
which take the long range view acted 
very differently from those taking a 
shorter view. It is the latter group, 
rather than the former, who sought to 
exploit the advantage of tight markets. 


Those taking the long view preferred 
to maintain their established practices. 
They did not favor any shift to the f.o.b. 
seller pricing basis away from the de- 
livered basis; they did not try to shorten 
the delivery range and thus to dis- 
criminate among customers, but en 
ferred, where short supplies made i 
necessary, to ration all their customers 
on even terms. They tried to maintain 
customer services as far as possible; they 
did not tighten up their terms unneces- 
sarily. This policy, of course, is not 
entirely a disinterested one. It is more 
properly to be regarded as one very dis- 
tinctly interested in establishing a repu- 
tation and prestige that will yield steady 
dividends. 


TERMS OF SALE IN Economic THEORY 


In turning now to consider the way in 
which terms of sale and changes in terms 
of sale should be dealt with in theory, 
there are two important preliminary 
points that must be emphasized. The 
first point is that the expression itself, 
“terms of sale,” is an expression of law or 
of business, not one of economic theory. 
There might be a passing resemblance 
between some of the concepts of theory 
and some of the expressions used in com- 
mercial or other circles, but there is no 
such resemblance here. 

It must be evident from some of the 
discussion above that many and various 
things may be included under terms of 
sale, and that these things are by no 
means at all of one ilk. A warranty of 
the quality of goods sold and a warning 
that prices may be changed without 
notice are certainly not the same thing. 
Terms of sale cannot be regarded as a 
separable economic concept. 

Second, there is no use pretending, 
especially in connection with problems 
like the present one, that the familiar 
economic concepts are always readily to 
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be identified with the concrete facts of 
actual markets. Selling costs, for ex- 
ample, are sometimes hard to distinguish 
from production costs, if indeed in some 
instances the distinction can be made at 
all except by arbitrary assertion. 

The theoretical concepts, of course, 
are designed to facilitate reasoning and 
analysis on the plane of the general; they 
are not intended for immediate applica- 
tion to particular cases. It is not sur- 
prising, therefore, that a counterpart for 
a concept of theory does not appear 
neatly segregated in a real market. What 
is surprising is that the concepts of the 
market and the concepts of theory cor- 
respond as closely as they do. 

By reason of these two circumstances, 
there appears to be only one way to treat 
terms of sale in the accustomed manner 
of price theory. It is necessary, on the 
one hand, to regard the theoretical con- 
cepts of price, product, and selling effort 
as collective devices or categories in- 
clusive of more than one element. On the 
other hand, it is necessary to take one by 
one the various items that might be in- 
cluded in terms of sale and try to fit each 
into the proper theoretical category. This 
is what is to be done in the remaining 
paragraphs of the present paper. The 
discussion will be sketchy and the items 
dealt with few. The object is to il- 
lustrate, not to exhaust. 

Take, first, terms of payment. These, 
in effect, provide a schedule of prices re- 
lated to a time, or dating, schedule. They 
fall under the heading, clearly, of price. 
It is not always easy, however, to tell 
whether, or in which direction, a change 
in payment terms changes prices, be- 
cause one has to take into account differ- 
ent possibilities as to the buyer’s posi- 
tion. 

The elimination of a discount for pay- 
ment within a stated time, for example, 
represents a price increase if the buyer is 


accustomed to make prompt payment. 
But it would represent no price change 
at all if the buyer never pays until after 
the stated time has passed. It does, how- 
ever, remove an option of which a buyer 
might avail himself, and to this extent 
can be regarded as a price change. It is 
probable that some buyers are compelled 
to pay more by reason of the removal of 
the discount. 

Less obvious, though not puzzling, is 
the matter of special packing charges. 
The case here, from the standpoint of 
theory, is one in which price is increased 
in company with a difference in the 
quality of the product. 

We must regard the packing as an at- 
tribute of the product, just as we should 
its color or design or accessories. And we 
must assume that the buyer considers 
the special packing to be an improve- 
ment of the product for the reason that 
he asks especially for it in full realization 
of the added expense. 

The things that are puzzling are such 
items as liability provisions and provi- 
sions regarding technical advice. It 
would appear on the face that a seller 
whose terms include a stated restriction 
as to the extent of his liability with 
respect to the quality or performance of 
his product is offering a more niggardly 
bargain than a seller whose terms include 
no such limitation. 

Yet the fact might be exactly the op- 
posite. The absence of a stated under- 
standing in this regard might well lead 
to expensive and troublesome contro- 
versy and litigation. The correct view, 
therefore, is not that the one bargain is 
necessarily more niggardly, but rather 
that it is more definite. It is as if a com- 
modity were being described by specifica- 
tion instead of in general language. In 
some cases, the definiteness is valuable 
to the buyer; in others, it might not be. 
In no case, clearly, is it a detriment to 
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him, so long as it costs him nothing. 

But where is a theorist to place a 
liability provision? Is it an element of 
price, or of product? This is the awkward 
question. One’s impulse is to say that it 
belongs under the heading of the prod- 
uct, because it evidently can not be 
allocated elsewhere. This, however, is not 
good enough. A statement of seller’s 
liability in no way affects the product 
being sold or the kind of bargain the 
buyer is getting. Rather does it affect the 
kind of bargain the buyer is getting into. 
It is no matter of price, product, or sell- 
ing effort or expense. It is a separate 
matter and its economic significance is in 
a different connection, to be mentioned 
later. 

Engineering and other such services 
covered in provisions regarding technical 
advice present a similar problem, through 
a somewhat more tangled one. Some- 
times the service consists of a definite 
job of installation and putting into run- 
ning order. In this kind of case, it seems 
clear that the product being bought by 
the purchaser consists of a machine, say, 
installed and ready to operate, not 
merely a machine. The technical service 
is part of the product. Sometimes, at the 
other extreme, the service is alleged 
rather than real, and consists of no more 
than the visits and persuasions of sales- 
men. In this kind of case, the so-called 
service is really a form of selling effort 
and should be regarded as such by a 
theorist, just as it would be by a person 
in the trade. Both these cases, then, are 
clear. In the one, the service is actually a 


component part of the commodity; in 
the other, it is no part of the commodity 
whatever, but only a sales promotion 
device. 

The puzzling case is the one in be- 
tween. Some firms offer to their own 
customers or “to the trade’’ the advice 
and services of qualified technicians. 
These services are not conditional upon 
the purchase of any particular com- 
modity or group of commodities, neither 
are they inflicted upon people who do 
not seek them. They cannot be regarded 
as an element or attribute of-any prod- 
uct. Neither can they be regarded as a 
type of promotion or sales effort in the 
sense in which such terms would be 
understood in theory. This kind of thing 
also falls outside the scope of the con- 
cepts relevant to immediate price deter- 
mination. It belongs along with, and has 
the same economic significance as, the 
matter of stated liability obligation. 

The object of the offer of technical 
advice and of the statement of liability 
obligation for products sold is to estab- 
lish a mark. Such devices are intended 
to, and they do in fact, enhance the 
prestige of a firm. Their economic con- 
sequences are achieved only over time 
and only indirectly. They have the effect, 
however, of giving a firm “standing.” 
They are among the numerous factors 
that influence the elasticity and the 
stability of demand for the products of 
one firm as against the products of other 
firms. They are devices of long range 
competition rather than of day-to-day 
market competition. 
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wo articles already have appeared in 

this series.! In the first, price dis- 
crimination was defined, and it was dem- 
onstrated that discriminatory schemes 
are universal phenomena and that the 
practice is not necessarily socially harm- 
ful. It was pointed out that, although 
non-perfect competitive conditions are a 
prerequisite of price discrimination, the 
practice does not depend upon complete 
control of supply (monopoly). The 
second article was devoted mainly to 
classifications of various techniques 
which may be employed in the practice 
of price discrimination and the several 
purposes underlying its use. These two 
articles, in short, dealt with the subject 
of price discrimination largely in its 
marketing and economic aspects. 

It is now in order to examine the legal 
aspects of the subject; it should be pos- 
sible, by so doing, to discover our public 
policy on price discrimination as ex- 
pressed by our statutes and the court 
decisions arising therefrom. The present 
article and the one to follow are designed 
to accomplish this purpose. The current 
article deals largely with federal legisla- 
tion serving to curb discriminatory 
pricing, and the final one covers state and 
municipal enactments having a similar 
purpose. A section on common law is 
provided in the present article as an in- 
troduction to the whole subject of price 
discrimination in relation to the law. 

1 Ralph Cassady, Jr. “Some Economic Aspects of 
Price Discrimination under Non-perfect Market Con- 
ditions,” THE JOURNAL OF MARKETING, Vol. XI, No. 1, 
July, 1946, pp. 7 to 20; “Techniques and Purposes of 
Price Discrimination,” Vol. XI, No. 2, October 1946, 
pp. 135 to 150. 
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THE Common LAw AND PRICE 
DISCRIMINATION 


Early common law had very little to 
say about price discrimination as such. 
Indeed, in private businesses (as opposed 
to those affected with public interest) 
vendors were not only free to dis 
criminate in the pricing of their services 
or wares, but were not even charged with 
an obligation to serve under common 
law rules.? In such situations, pre- 
sumably, competition was relied on to 
iron out price irregularities in the 
market. 

In the case of companies clothed with 
public interest, in contrast, the weight of 
opinion seems to indicate that while the 
early common law rules did not cover 
discrimination per se, the law did clearly 
involve obligation to serve (a corollary)* 
and went further by obligating the 
vendor to make charges which were 
“reasonable” (though not necessarily 
equal) as well.‘ 


2 Said the court in one early case (fohnson v. Pensa- 
cola and Perdido Railroad Co. 26 Am. Rpts. 731, 732, 
1878), quoting an early decision: “A common carrier 
cannot, like a merchant or mechanic, consult his pleasure 
or caprice as to the conduct of his business.”” See also 
Messenger v. The Pennsyloania R. Co. 13 Am. Rpts. 457, 
460 (1873). 

See 2 Wyman on Public Service Corporations 1123 
(1911). 

* Sullioan v. Minneapolis and Rainy River Railway 
Co. 142 N.W. 3, 4 (1913). See also Fohnson v. P. and 
P.R. Co. supra, n. 2, at 735 (quoting the last edition of 
Story on Bailments as follows): “At common law a com- 
mon carrier of goods is not under any obligation to 
treat all customers equally. He is bound to accept and 
carry for all upon being paid a reasonable compensation. 
But ‘the fact that he charges less for one than for an- 
other is only evidence to show that a particular charge 
is unreasonable; nothing more.’ ” (Italics mine.) See 
also The Interstate Commerce Commission v, The Balti- 
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This early common law rule of obliga- 
tion to serve at a reasonable compensa- 
tion seems to have applied to warehouse- 
men, wharfingers, and owners of cranes,® 
as well as innkeepers,® and others per- 
haps,’ where the quasimonopolistic char- 
acter of the services performed clothed 
the activity with public interest.* The 
idea in such cases was that, because of 
the nature of the activity and its peculiar 
impingement on public welfare, this 
obligation transcended private contract 
and became a public duty. 

However, the common law “discloses a 
constant improvement and development 
in keeping with advancing civilization 
and new conditions of society.”® Conse- 
quently, the modern common law rule 
covering discriminatory pricing by public 
service companies imposes upon common 
carriers the duty of equality in tolls 
charged all shippers similarly circum- 
stanced for the transportation of the 
same class of goods the same distance. 
Said the court in one case, ““We hold that 
the modern common-law doctrine pro- 
hibits all discriminations in tolls..., 
and that thereunder, and also by virtue 
of our statutes, the disfavored shipper 
[in a discriminatory situation] has a right 





more 8 Ohio Railroad Co., 145 U.S. 263, 275 (1892) and 
Tift v. Southern Railway Co. 123 F 789, 791 (1903). 

5 Fohnson v. Pensacola and Perdido Railroad Co., 
supra, n.2, at 733. 

® See Mowers v. Fethers, 19 Am. Rpts. 244, 245-246 
(1874) and Toxaway Hotel Co. v. F. L. Smathers & Co. 
216 U.S. 439, 446 (1910). 

7 Public grist mills seem to have fallen into this cate- 
gory also—see Munn v. Illinois 94 U.S. 113, 131 (1877). 

8 This idea was expressed by the court in an early 
case (Alinut v. Inglis, 12 East 527 (1810) quoted in 
Munn v. Illinois, supra n. 7, at 127-128) as follows: 
“There is no doubt that the general principle is favored, 

. that every man may fix what price he pleases upon 
his own property, or the use of it; but if for a particular 
purpose the public have a right to resort to his premises 
and make use of them, and he have a monopoly in 
them for that purpose, if he will take the benefit of 
that monopoly, he must, as an equivalent, perform the 
duty attached to it on reasonable terms.” 

* Sullivan vy, M.3.R.R, Railway Co,, supra n, 4, at 5. 


of action for damages, at least to the 
extent of the discrimination.” 

In brief, modern common law involves 
not only the obligation of public service 
companies to serve all at reasonable 
rates, but requires service without ~ 
crimination. This, it should be noted, 1 
aimed at personal discrimination: a 
ing lower prices to certain ones than to 
others in the same class for the same 
service. This principle now has been 
codified in state and federal legislative 
enactments regulating the activities of 
public service concerns. 

“Although one encounters many un- 
certainties in studying the history of the 
development of the concept of businesses 
affected with a public interest, two 
things seem probable,” according to one 
student of the field. “Apparently, the 
businesses falling in the public category 
have varied from time to time. Some of 
those which were regarded as public at 
early common law no longer belong in 
that category, and others which were not 
public in early times are now regarded as 
public businesses. Also, it appears that 
the various obligations or regulations 
[such as obligation to serve all, obligation 
to serve at reasonable rates, obligation to 
serve at non-discriminatory rates, and 
obligation to continue service] were not 
imposed at the same time. Some of them 
seem to have originated at very early 
common law, others at later common 
law, and still others seem to have been of 
statutory origin.’”4 

The common law has declined greatly 
in importance over the years, not only 
as to the reliance placed upon its provi- 
sions by society, but also as to its in- 
fluence on the rulings of the courts in 

10 Tbid., at 10. See also Hays v. The Pennsylvania Co. 
12 F 309 (1882) and Samuels v. Louisville and Nashville R. 
Co. 31 F 57 (1887). 

1 Ford P. Hall, Concept of Public Business (Bloom- 


ington, Indiana: The Principia Press Inc., 1940), pp. 
15-16, 
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determining the fields which may prop- 
erly be regulated by the legislatures.” 


FEDERAL CARRIER LEGISLATION 


Even in the absence of legislative or 
commission regulation, the courts afford 
customers of public service companies 
some protection against discrimination. 
However, judicial regulation is unsatis- 
factory not only because of its costliness, 
and the poor quality of decisions (due in 
part to an absence of technical training 
on the part of court personnel), but also 
because courts have little power to do 
anything except nullify onerous condi- 
tions, viz., ordering a carrier to cease 
charging one shipper a higher rate than 
another for the same service. 


I.C.C. Rate Regulation 


The railroad industry was the first to 
receive the serious attention of legisla- 
tures in the matter of discrimination. 
Undoubtedly one reason for this was the 
fact that by the early 1880’s not only 
were public carrier rate schedules replete 
with discriminations of all types, but 
shippers of any importance did not even 
pay the rates called for in the tariffs.” 
This type of special privilege violated 
the American principle of equality of op- 
portunity and, it was felt, tended to 
strengthen large firms at the expense of 
their smaller competitors.“ Legislation 
was needed, moreover, not only to pre- 
vent certain customers or localities from 
obtaining undue advantages over others 
through more favorable rates, but also 
to protect the railroad industry itself 
against the harmful effects of rate wars 


12 See Nebbia v. New York 291 U.S. 502, particularly 
at $37 (1934). 

13J. M. Clark, Social Control of Business, 2nd Ed., 
(New York: McGraw-Hill Book Company, Inc., 1939), 
p. 360. 

“4 Corpus Juris Secundum 817, n. 99 (1939). 


developing out of price-cutting activities. 

The Interstate Commerce Commission 
law, enacted in 1887, required all inter- 
state rates to be “just and reasonable” 
(Sec. 1), proscribed personal discrimina- 
tion (Sec. 2), prohibited any undue ad- 
vantage to persons, localities, or kinds 
of traffic (Sec. 3), forbade charging a 
higher rate for a short, than for a long 
haul “‘under substantially similar circum- 
stances and conditions’ (Sec. 4), and 
provided that all rates be published and 
adherence to the tariff required (Sec. 6). 
The law established the Interstate Com- 
merce Comission as an agency to ad- 
minister and enforce the regulatory 
provisions of the Act. 

Since the original Interstate Com- 
merce Act left many loopholes for the 
practice of discrimination, several 
amendments were enacted subsequently 
to close these gaps. The first of these was 
the Elkins Anti-Rebate Law," passed in 
1903, making interstate carriers liable in 
cases arising out of unlawful discrimina- 
tion, and declaring those receiving re- 
bates guilty in cases involving dis- 
criminatory treatment. This was fol- 
lowed by the Hepburn Act!*® of 1906, 
which contained an anti-pass provision”® 
and the so-called “Commodities Clause” 
(forbidding an interstate carrier from 
transporting goods in interstate com- 
merce in whose production it has an 
interest). It also enlarged the Commis- 
sion’s powers (including granting it 


1 See 24 Stat at L. 379 (1887). For an excellent sur- 
vey of railroad rate regulation, see D. Philip Locklin, 
Economics of Transportation, Rev. ed. (Chicago: 
Business Publications, Inc., 1938), particularly pp. 
202-276. See also Stuart Daggett, Principles of Inland 
Transportation, 3rd edition (New York: Harper & 
Bros., 1941), p. 719 et. seq. 

1 Over the same lines and in the same direction. 

17 See 32 Stat. at L. 847 (1903). 

18 See 34 Stat. at L. 584 (1906). 

19 But excepted from its provisions, among others, 
railroad employees and persons engaged in religious 
work, 
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power to prescribe maximum rates”) and 
brought within its jurisdiction interstate 
express,” and pipe line companies.” 

The Mann-Elkins Act® of Ig910 ex- 
tended the Commission’s power further 
by bringing interstate telegraph and 
telephone concerns™ under its jurisdic- 
tion. This measure also resurrected the 
long and short haul clause (which had 
been emasculated by an adverse decision 
of the United States Supreme Court*®*) by 
eliminating the qualifying phrase “‘under 
substantially similar circumstances and 
conditions,” thus prohibiting higher 
charges for short than for long hauls ex- 
cept with Commission approval. This 
law added another important provision 
also, that of making it unlawful for 
railroads which had reduced rates for the 
purpose of meeting water competition to 
subsequently raise such rates without a 
finding by the Commission that condi- 
tions had changed, thus curbing the 
practice of using low rates to drive’ out 
water competition and then promptly 
raising rates.” 


20 The U.S. Supreme Court had decided that the 
power to disapprove rates did not extend to prescribing 
the rate which should be charged. 

21 For a case arising out of this provision, see U.S. v. 
Wells-Fargo Express Co. 161 F 606 (1908), in which 
the Court stated that express companies were made 
subject to all provisions of the Interstate Commerce 
Commission Act, including sections 2 and 3 aimed at 
“unjust and unreasonable” discriminations. 

22 See U.S. v. Ohio Oil Co. 234 U.S. 548, 557-558 
(1914). 

23 See 36 Stat. at L. 539 (1910). 

* Later amended by the provisions of the Communi- 
cations Act of 1934 (Sec. 602, b, 48 Stat. at L. 1064), 
which set up the Federal Communications Commission 
with power to regulate interstate and foreign commerce 
in communication by wire and radio. 

% See Interstate Commerce Commission v. Alabama 
Midland Ry. Co. 168 U.S. 144 (1897) in which the Court 
decided that competition at one point and not at another 
might indicate dissimilar circumstances within the 
meaning of the Act; since the only circumstance under 
which railroads would want to lower their rates on the 
long haul would be that arising out of some peculiar 
competitive condition, this interpretation destroyed 
much if not all of the force of Section 4 of the law. 

6 As one writer [Frank H. Dixon, Railroads and Gov- 


The power of the Commission to curb 
discriminatory practices came not alone 
from amendments to legislation, but 
from judicial interpretation as well. For 
example, the Commission’s power was 
strengthened materially, in 1914, by the 
famous Shreveport decision which ex- 
tended its jurisdiction to make possible 
the handling of geographical discrimina- 
tions arising out of discrepancies be- 
tween intrastate and interstate regula- 
tions by setting aside discriminatory 
intrastate rates.”” 

The Interstate Commerce Commission 
was given additional power to curb 
discriminatory activities by certain pro- 
visions of the Transportation Act of 
1920. This measure”® empowered it, for 
one thing, to prescribe minimum rates 
(and even exact rates), instead of merely 
maximum rates, as was the case thereto- 
fore. It also gave the Commission power 
to prescribe intrastate rates if necessary 
to remove discriminations against inter- 
state commerce (thus extending the 





ernment (New York: Charles Scribner’s Sons, 1922), 
p. 30], put it: “Railroads were no longer to be permitted 
to drive steamboats off the rivers by offering unremu- 
nerative rates, and then recoup themselves at their leisure 
after the disappearance of their rivals.” 

27 Since the state and federal regulatory bodies are 
independent of one another, it was possible for some 
time for a type of discrimination to exist arising out of 
discrepancies between interstate and intrastate rate 
structures (both commission approved). 

It was in the famous Shreveport decision (Houston, 
East & West Texas Ry. Co. v. U.S. 234 U.S. 342, 346, 
1914) that the United States Supreme Court settled 
this jurisdictional conflict. A complaint by the Railroad 
Commission of Louisiana stated that: “Carriers made 
rates out of Dallas and other Texas points [approved 
by the Texas Railroad Commission] into Eastern Texas 
which were lower than those which they extended into 
Texas from Shreveport [in Louisiana, 40 miles across 
the state line, and thus under Interstate Commerce 
Commission regulation].”” The Court decided that when 
discrimination between two cities exists as a result of 
divided control, the power of the Interstate Commerce 
Commission extends to the removal of the discrimina- 
tion even though it means setting aside the intrastate 
rates. 

8 See 41 Stat. at L. 456 (1920). 
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Shreveport principle).2* The Act also 
amended Section 4—that involving the 
long and short haul—in such a way as 
to restrict the Commission’s discre- 
tionary power in the matter of granting 
exceptions to its prohibitions®® (thus 
strengthening the anti-discrimination 
principle). 


Extension of Regulation to Motor and 
Air Carriers 


The power of the Interstate Com- 
merce Commission in the matter of dis- 
crimination was extended in 1935 with 
the passage of the Motor Carrier Act*! 
which (with certain exceptions) places 
interstate motor carriers under the 
jurisdiction of the I.C.C. While this Act 
provides for some regulation of contract 
and private motor carriers, the provision 
applying to motor transport companies 
classified as common carriers is more 
complete including (as in the case of 
railroads) a proscription of unreasonable 
and discriminatory rates and fares. In 
addition, the Commission is given power 
to prescribe both maximum and mini- 
mum public motor carrier rates and such 
carriers are required to publish, and 
adhere to, tariffs. 

Discriminatory activities of interstate 
air carriers are regulated in a similar 
fashion. The provisions regarding non- 
discriminatory rate-making in the Civil 
Aeronautics Act*® of 1938 were patterned 
after those contained in the Interstate 
Commerce Commission Act, although 
the administration of the law was placed 
under the jurisdiction of a Civil Aero- 
nautics Authority (later, Board). 

29 The Shreveport Decision merely validated the 
Commission’s power to set aside intrastate rates affect- 
ing interstate commerce, not to prescribe new rates. 

39 The law requires among other things that reduced 
rates must be “reasonably compensatory,” and that 
potential (as against actual) water competition is not 
enough to justify lower rates for a long haul. 


31 See 4g Stat. at L. 543 (1935). 
32 See 52 Stat. at L. 973 (1938). 


general, the Act prohibits undue or un- 
reasonable preferences to, or prejudices 
against, persons, places, or types of 
traffic. More specifically, it requires the 
publication of rates and the adherence to 
the rate schedules as published until 
formally amended, thus prohibiting re- 
bates and (with certain specific excep- 
tions, such as for Post Office Department 
and air carrier officials) free transporta- 
tion. 

Thus, personal discrimination in any 
form is completely taboo under federal 
carrier legislation.** Moreover, unjust 
discrimination against any classification 
of individuals or competing commodities 
is outlawed, although different rates 
based upon some proper classification is 
not unlawful (as in the case of freight 
rates based on character and value of the 
commodity shipped). Nor may a carrier 
unjustly discriminate in favor of one 
locality to the disadvantage of another 
(although some injustice must be shown 
to have taken place before remedial ac- 
tion can be taken). In summary, federal 


carrier legislation prohibits “unreason- 
able” discriminations; it prohibits, 
broadly speaking, those differences 


which give some customers or localities 
an undue advantage over others.* 


THE SHERMAN ACT 


The Sherman Act** has nothing to say 
about price discrimination as such. It 
merely proscribes monopolies (Section 1) 
and restraints in trade (Section 2). As a 


33 For a complete analysis of the specific proscrip- 
tions, see 13 Corpus Juris Secundum, 825-856 (1939). 
% Said the United States Supreme Court in one case 
(U.S. v. Tenn. 262 U.S. 318, 322, 1918): “But discrim- 
ination is not necessarily unlawful. The Act to Regulate 
Commerce prohibits (by Sects. 2 and 3) only that dis- 
crimination which is unreasonable, undue, or unjust 
. Whether a preference or discrimination is undue, 
unreasonable, or unjust is ordinarily left to the Com- 
mission for decision; and the determination is to be 
made, as a question of fact, on the matters proved in 
the particular case.” 
% See 26 Stat. at L. 209 (1890). 
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consequence of this absence of specific 
mention in the statute, anti-trust cases 
involving discriminatory pricing are 
rare. 

In one early treble damage case in- 
volving the granting of larger discounts 
to retailers refraining from handling the 
tobacco products of a competitor com- 
pany, the court found no unlawful re- 
straint of trade or monopolization of com- 
merce and decided that: “The tobacco 
company and its employé were not re- 
quired, like competitors engaged in pub- 
lic or quasi public service, to sell to all 
applicants who sought to buy, or to sell 
to all intending purchasers at the same 
prices. They had a right to select their 
customers, to sell and to refuse to sell 
to whomsoever they chose, and to fix 
different prices for sale of the same com- 
modities to different persons.’ 

Even in the Standard Oil cases where 
local price cutting was found to be one of 
the devices utilized to attain monopo- 
listic power, discrimination as such was 
not condemned. The lower court simply 
pointed out in its summary of the facts 
that among other practices utilized to 
effectuate the monopoly, the company 
“...sold their products at times and 
places where there was competition be- 
low remunerative prices, and recouped 
their losses by selling such products at 
high prices at other times and places.””*7 
Similarly, when the case reached the 
Supreme Court, it was found that the 

% Whitwell v. Continental Tobacco Co. 125 F 454, 
461 (1903). In one case, on the other hand, the Supreme 
Court awarded treble damages to the victim of an agree- 
ment between association members and manufacturers 
on the grounds that“... the agreement . . . prevent[ed] 
the dealer in tiles... who was not a member of the 
association, from purchasing... the same upon any 
terms from the manufacturers who were such members 

. [and] from buying tiles of a dealer... who was a 
member, except at a greatly enhanced price....” 
W. W. Montague and Co. v. Edward S. Lowry et al. 
193 U.S. 38, 44-45 (1904). 


* U.S. v. Standard Oil Co. of New Fersey, 173 F 177, 
190 (1909). 


practices utilized to attain its monopolis- 
tic position included . . local price 
cutting at the points where necessary to 
supress competition... . ’** Condemna- 
tion was directed at monopolization, and 
discriminatory activities came within 
the scope of the act only to the extent 
that they were practiced toward monop- 
olistic ends. 

Price discrimination may not always 
be practiced with impunity under the 
provisions of the Sherman Act; on the 
contrary, discrimination in connection 
with illegal price-fixing activities is un- 
lawful. Two cases seem to support this 
view: 

1. The Great Lakes Towing Com- 
pany case in which a Federal Court 
found a combination in restraint of trade 
and, after considering the advisability 
of dissolving the combination, decided 
rather that since “the giving of special 
concessions, rebates, and discriminations 
to customers” had been employed and 
“| ..unfair rate wars... engaged in 
for the purpose cf obtaining and ef- 
fectuating monopolistic control,” a more 
effective remedy would be to enjoin the 
practices from which the monopoly 
gained its strength. Such an injunction 
was incorporated in the decision handed 
down by the Court in this case.*® 

2. The General Electric na te case 
which developed out of discriminatory 
practices utilized in connection with the 
sale of electric light globes. The grounds 
on which governmental intervention 
rested were discriminatory pricing activi- 
ties used as part of a monopolistic sales 
plan. The company evidently was in- 
volved in agreements to maintain price 


88 Standard Oil Co. of Ne 
1, 43 (1911). 

39 U.S. v. Great Lakes Towing Co. 217 F 656, 660 
and 661 (1914); appeal from the District Court for the 
Northern District of Ohio was dismissed on motion for 
counsel for appellant, 245 U.S. 675 (1917). 


w Fersey v. U.S., 221 US. 
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differentials among products which did 
not differ in quality (product discrimina- 
tion); it also, among other things, ap- 
pears to have given dealers who were 
customers of rival manufacturers better 
prices than those extended others (per- 
sonal discrimination) for trade restrain- 
ing purposes. The company in 1918 was 
enjoined from the use of such practices 
by the terms of a consent decree.*® 


Basing-Point Pricing and the Sherman 
Act. 


The courts seldom have been called 
upon to consider the question of the 
legality of basing-point and other de- 
livered price systems (which almost in- 
evitably contain an element of discrimi- 
nation)*! under the Sherman law, and, 


9 Specifically, the company was enjoined from, 
among other things: (1) “... maintaining, by agree- 
ment, differentials between lamps which do not in fact 
differ in quality or efficiency ....”’ (2) “... discrimi- 
nating against any dealer, jobber or consumer desiring to 
purchase tantalum, tungsten or metalized carbon fila- 
ment lamps because of the fact that such dealer, jobber 
or consumer purchases ordinary filament lamps from 
others ... . (3) ““Making any discounts based on the 
total quantity of any two or more types of lamps sold, 
when the result is to combine or aggregate the discount 
on both an unpatented lamp and a lamp patented or 
claimed to be patented. ...” (4) “Offering or making 
more favorable prices or terms of sale for incandescent 
electric lamps to the customers of any rival . . . that it 
at the same time... makes to its established trade, 
where the purpose is to drive out of business such rival 
..., or otherwise unlawfully to restrain the trade and 
commerce....”’ U.S. v. General Electric Co. In Equity 
#8120 Final Decree (Decrees and Fudgments in Anti- 
Trust Cases—July 2, 1890-January 1, 1918, p. 267, 
270-271). 

“t Little or no geographical price discrimination re- 
sults in the case of a single basing-point system in which 
shipping points and the basing point are in close prox- 
imity or identical. If, in a single basing-point system, 
however, shipping points are at a distance from the 
basing points, discrimination is inevitable, because 
purchasers at a distance from the factory but close to 
the base are charged prices which do not cover full 
transportation costs (i.e., freight is absorbed), while 
those located near shipping points but at a distance 
from the base are charged prices which more than cover 
transportation costs (i.e., “phantom freight” is charged). 

Under a multiple basing-point system where shipping 
points and basing points are identical, discrimination 
results only when intermarket penetration occurs; in 


even when they have, have had little to 
say about them. Only three important 
cases involving basing-point pricing even 
incidentally appear to have developed 
out of the Sherman Antitrust Act: 

These are the Maple Flooring and 
Cement cases, in which the Court de- 
cided that the selling scheme as utilized 
in each instance was a natural develop- 
ment of business rather than a result of 
collective activity, and therefore found 
for the industries in their use of the 
basing-point system in the abserce of 
concerted action; and the Sugar Insti- 
tute case,“ in which the Court decided 
that concerted action utilized to main- 
tain a delivered price system constituted 
restraint of trade within the meaning of 
the Act.“ It seems clear, therefore, that 
the mere existence of a basing-point 
system is not in violation of the Sherman 
Act. There can be little question, on the 
other hand, that delivered price systems 
maintained by agreement are in violation 
of the law. 





such instances, prices charged those located in other 
markets do not cover full transportation charges, and 
thus freight is absorbed. When basing points and ship- 
ping points are not identical, and thus some of the mills 
are non-basing-point mills, discrimination is both of the 
freight absorption type (e.g., where basing-point mills 
make sales in other markets) and the “phantom 
freight” type (e.g., where non-basing-point mills make 
sales at points close to the non-basing-point mills). 

42 Maple Flooring Manufacturers Association v. 
United States 268 U.S. 563 (1925) and Cement Manufac- 
turers Protective Association v. United States 268 US. 
§88 (1925). 

3 Sugar Institute Inc. v. United States 297 U.S. 553 
(1936). 

“ In line with this general rule was a consent decree 
entered into in the case of the United States v. Corn 
Derivatives Institute (District Court of Illinois, petition 
filed and decree entered April 6, 1932) directed at an 
agreement to use a delivered price system. For more 
complete discussion of basing-point pricing under the 
Sherman Act, see James R. Withrow, Jr., “Basing- 
Point and Freight-Zone Price Systems and the Anti- 
Trust Laws,” 85 Pennsylvania Law Review 1 (1937). 
See also the unsigned note entitled, “The Legality of 
Basing-Point Systems,” 45 Harvard Law Review 548 
(1932). 
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One may conclude that while price 
discrimination per se is not violative of 
the provisions of the Sherman law, dis- 
criminatory pricing may not be prac- 
ticed lawfully in connection with mo- 
nopolization or restraint of trade. In 
other words, price discrimination does 
not come within the scope of the Act un- 
less it is utilized in connection with anti- 
competitive activities and then, as in the 
case of any other device similarly utilized, 
it is condemned not because of the nature 
of the scheme itself, but because it is 
used as a monopolistic device.* 


Crayton Act, OLD SEcTION 2 


Old Section 2 of the Clayton Act 
proscribing discrimination in prices be- 
tween different purchasers of commodi- 
ties where the effect ““may be to sub- 
stantially lessen competition or tend to 
create a monopoly,’ as originally con- 
ceived, was designed to curb locality 
discrimination in order to protect the 
competition of sellers. The original idea 
was that large sellers, through the use 
of local price cutting, might gain undue 
strength to the detriment of their smaller 
rivals in the trade. Actually, however, 


* This was expressed most clearly perhaps by Mr. 
Justice Day (dissenting in U.S. v. United Shoe Machin- 
ery Co. 247 U.S. 32, 69, 1918) as follows: ““While the 
[Sherman] act does not reach normal contracts sanc- 
tioned by law and sustained by usage, it does reach any 
and all means and devices by which the purposes of the 
act to protect the freedom of interstate commerce may 
be thwarted and monopolies promoted and created.” 
(Italics mine.) 

© See 38 Stat. at L. 730 (1914). 

7 An actual effect on competition had to be demon- 
strated for successful prosecution. In one case—Baran 
v. Goodyear Tire & Rubber Co. 256 F 571 (1919)— 
discriminatory pricing was practiced between tire 
dealer and automobile manufacturer customers in 
favor of the latter. The court dismissed the complaint 
Saying (at 574): “There is apparently no competition 
between the manufacturers of tires and the dealers, nor 
is it alleged that any exists. The differentiation in price 
would not therefore substantially lessen competition.” 
See also S.S. Kresge Co. v. Champion Spark Plug Co. 
(two cases) 3 F 2nd 415 (1925). 


there have been very few instances in 
which the law has been invoked against 
locality price discrimination as such.** 

The Clayton Act did not purport to 
outlaw price discrimination per se. It 
prohibited at most only discriminatory 
pricing arrangements in interstate com- 
merce which lessened competition or 
tended to create monopolies. The law 
specifically exempted (1) price dif- 
ferentials due to difference in grade, 
quality, or quantity of the commodity 
sold, (2) allowances due to differences in 
selling or transportation costs, and (3) 
discriminations made in good faith to 
meet competition. It provided further 
that a vendor could choose his own cus- 
tomers as he pleased, which means 
that a seller was not obligated to serve 
any particular customer.*® 

For some years the courts interpreted 
the law narrowly by including within its 
scope only discriminatory pricing activi- 
ties affecting competition between sellers. 
In two classic cases the courts handed 
down decisions based upon this circum- 
scribed notion of the meaning of com- 
petition. 

(1) The Mennen Co. case®® arose out 
of a selling plan in which the company 
classified its customers functionally, 


48 Breck P. McAllister, “Sales Policies and Price 
Discrimination under the Clayton Act,” 41 Yale Law 
Fournal, 518, $19 (1932). 

49 The Court (in Great Atlantic & Pacific Tea Co. v. 
Cream of Wheat Co. 227 F 46, 49, 1915) expressed this 
point as follows: “Before the Sherman Act it was the 
law that a trader might reject the offer of a proposing 
buyer, for any reason that appealed to him; it might be 
because he did not like the other’s business methods, or 
because he had some personal difference with him 
political, racial, or social. That was purely his own affair, 
with which nobody else had any concern. Neither the 
Sherman Act, nor any decision of the Supreme Court 
construing the same, nor the Clayton Act, has changed 
the law in this particular. We have not yet reached the 
stage where the selection of a trader’s customers is 
made for him by the government.” 

50 Mennen Co. v. F.T.C. 288 F 774 (1923); cert. den. 
F.T.C. v. Mennen Co. 262 U.S. 759, (1923). 
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granting larger discounts to wholesalers 
than to retailers. The company, how- 
ever, refused to classify as wholesalers 
a group of retailers banding together to 
buy cooperatively. The court decided 
that (a) the sales scheme did not involve 
discrimination since there was none 
among retailers or among wholesalers; 
and even if discrimination had existed, 
(b) competition between the Mennen Co. 
and its rival sellers was unaffected. The 
court, particularly, found no discrimina- 
tion to have been practiced against the 
retailer group since, by express provision 
of Section 2 of the Act, vendors were not 
prevented from “selecting their own 
customers.” 

(2) The National Biscuit Co. case! 
arose out of a straight quantity discount 
plan—regardless of whether the buyer 
was a wholesaler or a retailer, the com- 
pany refusing to grant a discount based 
on the fota/ quantity purchased by the 
group. Again, the court found no dis- 
crimination, and even if there were, it 
said, there was no substantial lessening of 
competition. Again, the court was con- 
struing competition in the narrow sense, 
and, in addition, presumably was relying 
as before on the provision regarding the 
right of vendors to select their own cus- 
tomers. 

Under this old interpretation of the 
Act, the Federal Trade Commission had 
no case unless a discriminatory pricing 
scheme had an effect upon a rival seller. 
In 1929, the United States Supreme 
Court broadened its interpretation of 
Section 2 by finding for the Commission 
in a case where a manufacturer of cans 
sold in interstate commerce granted one 
purchaser discounts, bonuses, and free 
use of sealing machines which he denied 
another, the scheme having the effect of 
restricting competition among éuyers 


8 National Biscuit Co. v. F.T.C. 299 F 733 (1924); 
cert. den. 266 U.S. 613, (1924). 


(packers). In 1930, a similar decision 
was rendered in another case, this time 
secrecy of the discriminatory arrange- 
ment discrediting the vendor’s conten- 
tion that he was merely extending larger 
discounts to quantity buyers, in good 
faith. 

The main weakness of the anti- 
discrimination section of the Clayton Act 
after 1929 was that the law permitted 
price discriminations on account of dif- 
ferences in quantities purchased but re- 
quired no proportional relationship be- 
tween such quantities and the discounts 
granted. As a result, it became increas- 
ingly apparent as time went on that, in 
the eyes of the law, small differences in 
cost justified large price differentials, as 
was brought out subsequently in the 
Goodyear decision. This had the effect 
of nullifying to a large extent the pro- 
visions of the Act. Hence, if discrimina- 
tion in favor of large buyers was to be 
curbed, changes such as those subse- 


52 George Van Camp & Sons v. American Can Co. 278 
U.S. 245 (1929). 

53 American Can Co. v. Ladoga Canning Co. 44 F 2nd 
763 (1930); cert. den. 282 U.S. 899 (1931). While the 
American Can Co. had (767) “stoutly maintained that 
prices were the same to all,” it secretly extended the 
Van Camp Company much more favorable terms (esti- 
mated at as high as 18 per cent). Since competition was 
substantially affected (Van Camp business, which for 
five years before the contract “remained almost at a 
standstill,” increased 300 per cent in the five years 
following its execution), the court granted the Ladoga 
Company the treble damages sought. 

5 In the Goodyear case—Goodyear Tire and Rubber 
Co. v. Federal Trade Commission 101 F 2nd 620 (1939); 
cert. den. 308 U.S. 557 (1939)—where larger discounts 
were granted Sears Roebuck & Co. than smaller buyers, 
the court ruled against the Commission’s interpretation 
of old Section 2 (that while price differentials are per- 
mitted by its provisions, they must be “reasonably re- 
lated to and approximately no more than the difference 
in cost”), saying that under the law as originally en- 
acted, discrimination on a basis of quantity was per- 
mitted, and concluded (at 625) that “ .. . the Commis- 
sion had no power to command discontinuance of price 
differentials reasonably based on quantity, and there is 
no finding which properly construed determines that 
those here involved are not so based, since no standard 
for the making of such finding is recognized.”’ (Italics 
mine.) 











THE JOURNAL OF MARKETING 


267 





quently furnished by the Robinson- 
Patman amendment were required. 


Basing-Point Pricing and the Clayton 
Act 


No cases turning precisely on the ques- 
tion of the application of old Section 2 
of the Clayton Act to basing-point sys- 
tems seem to have reached the Courts.* 
As was mentioned, old Section 2 was 
directed primarily at locality discrimina- 
tion which adversely affected competi- 
tion. It presumably was not applicable 
to practices “reasonably necessary to the 
carrying on of efficient business,’ and 
certainly not to practices which did not 
tend to create a monopoly or which 
“were adopted in good faith to meet 
competition.’’ 

This is not to say that the Federal 
Trade Commission has been friendly 
toward delivered price systems during 
the years, however. Perhaps one of the 
most important cases in Federal Trade 
Commission history was that involving 
the United States Steel Corporation, 
which was ordered to cease and desist 
from selling its products at Pittsburgh 
prices plus freight on the ground that the 
practice constituted a violation of Sec- 
tion 2 of the Clayton Act and Section 5 
of the Federal Trade Commission Act.*? 


5% Withrow, supra, n. 44, at 15. 

58 Jbid. at 17-18. Moreover, congressional debates 
on the Clayton Act appear to reveal no reference which 
could be interpreted as showing an intention on the 
part of Congress to outlaw freight destination schemes. 
Ibid., at 16. 

5? The Courts might conceivably rule so as to permit 
the Commission to extend its activities to include 
prosecution of individual discriminations, which, 
though legal under the Clayton Act, nevertheless 
amounted to unfair methods of competition. However, 
under Section 5 of the Federal Trade Commission Act 
as originally worded, the Commission could not pro- 
ceed unless proof could be given that such practice ap- 
peared to threaten substantial injury to, or in fact did 
lessen, competition. Under the Wheeler-Lea Amend- 
ment (52 Stat. at L. 111, 1938), the law was broadened 
to include “unfair or deceptive acts or practices in com- 
merce,” but there is a grave question as to whether the 


More specifically, the Commission 
ordered the company, among other 
things, (1) to cease quoting for sale, or 
selling steel products, from any other 
basing point than that where the prod- 
ucts were manufactured or from which 
they were shipped, and (2) to desist 
from discriminating in price among dif- 
ferent purchasers of such products 
where the effect may have been to sub- 
stantially lessen competition.** It is in- 
teresting to note that “... the Corpo- 
ration did not proceed in the federal 
courts for a reversal of the Commission’s 
order, but issued an announcement that 
without conceding the validity of the 
order, it had determined to conform 
thereto insofar as practicable.” (Italics 
mine.)®® Since there has been no adjudica- 
tion in this case, it is not possible to state 
how the Courts would view basing-point 
pricing under old Section 2 of the Clay- 
ton Act. 


RoBINSON-PATMAN AMENDMENT 


Generally speaking, Section 2 of the 
Clayton Act as amended (the Robinson- 
Patman Act),® was designed to curb 
personal (and to a limited extent semi- 
personal) discrimination in ordinary 
interstate marketing transactions." While 
the United States Supreme Court had 
at last broadened its interpretation of 





amendment could be successfully applied to delivered 
price systems. 

58 In the Matter of the United States Steel Corporation, 
et al., 8 F.T.C. Decisions, 1, $9 (1924). 

59 See 45 Harvard Law Review, supra, n. 44, at 550. 

69 See 49 Stat. at L. 1526 (1936). 

$8! We are particularly concerned with Section 2 (a), 
(b), (c), (d), (e), and (f) and Section 3. The latter (some- 
times known as the Borah-Van Nuys Amendment) pro- 
vides criminal penalties ($5,000 fine or imprisonment of 
not more than a year or both) for (1) knowingly giving 
any discount to a purchaser over and above any dis- 
count given a competitor “‘in respect of a sale of goods of 
like grade, quality, and quantity,” (2) selling goods at 
prices lower than those exacted by the seller elsewhere 
in the United States “‘for the purpose of destroying com- 
petition,” or (3) selling goods at unreasonably low prices 
for the purpose of “destroying competition or eliminat- 
ing a competitor.” 
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Section 2 in the American Can case to 
include competitor buyers as well as 
sellers, the clause of the Clayton Act 
permitting price discounts “on account 
of differences in... quantity” opened 
the way for almost unlimited discrimina- 
tory treatment of large buyers against 
those purchasing in small quantities. 
This amendment, with its emphasis upon 
curbing the buying advantages enjoyed 
by large concerns, undoubtedly came 
about as a result of the development in 
the purchasing strength of large chain 
organizations in the two decades preced- 
ing the law’s enactment. While the im- 
portance of discriminatory discounts as 
a cause of chain success has been exag- 
gerated by chain antagonists,“ there is 
little doubt about the object of the 
legislation. 

The Robinson-Patman Act, based on 
the notion that the granting of discrimi- 
natory discounts to large companies is 
economically unhealthy,® forbids differ- 
ences in price between purchasers® of 
commodities of like grade or quality® 


62 Supra, p. 18. 

83 Supra, n. $4. 

6 Although pre-Robinson-Patman purchasing allow- 
ances to chains by manufacturers were large in absolute 
terms, they were only of minor importance as an ex- 
planation of chain-independent price differentials. See 
this author’s “The Chain-Independent Controversy,” 
in this Journal, Vol. VII, No. 1, July, 1942, p. 59. 

6 Chain competition has been particularly unhealthy 
to wholesalers! As a matter of fact: “The original draft 
of the bill [to amend Section 2 of the Clayton Act] was 
drawn by counsel for the Wholesale Grocers’ Associa- 
tion....” See note, “The Effect of the Robinson-Pat- 
man Act on the Work of the F.T.C.: The Control of 
Price Discrimination,” 54 Harvard Law Review, 670, 
672, n. 24 (1941). 

In Shaw’s Inc. v. Wilson-Fones Co. 105 F 2nd 331, 
333 (1939), treble damages were sought by the appel- 
lant on the ground that the appellee refused to quote a 
price to the former. The Court said that the appellant 
had no case since the Act requires that the discrimina- 
tion must have been practiced between actual purchas- 
ers, not merely between a prospective, and an actual, 
purchaser. 

8? The Act applies only if different purchasers of 
commodities are involved. 

88 The question arises here as to what is meant by 


where the effect may be to substan- 
tially lessen competition, create a mo- 
nopoly, or destroy or prevent compe- 
tition.** The Act, it should be noted, 
applies to discrimination by sellers, not 
buyers, although the latter may not 
knowingly participate in a discrimina- 
tory selling arrangement.”® The law has 
been interpreted to apply, evidently, 
only where there are price differences, 
and not where the discrimination results 
from charging the same prices for a non- 
homogeneous product-service. Competi- 
tion within the meaning of the Act is 
broad, embracing that between sellers or 


commodities of like grade or quality; whether the cri- 
terion is mere physical identity or whether subjective 
differences are to be recognized. Actually, a product 
physically identical with another may be quite a dif- 
ferent commodity in the minds of consumer buyers and 
may, therefore, be expected to command a higher price. 

Whether a product is a different product in the minds 
of consumers is a matter of fact; it depends not merely 
on whether it bears a different label, but on whether the 
brand is psychologically differentiated. If two products 
are differentiated (so that it is not a matter of indif- 
ference whether one brand rather than another is 
selected), they are economically different products, and 
regardless of physical identity should be so treated. 

This would seem to be true regardless of the presence 
of discrimination; that is, even if the prices of two differ- 
ently labelled products are disproportionate to the costs 
thereof. However, the evidence seems to indicate that 
the Commission will rely on the physical rather than 
the psychological test, with the idea presumably of 
stamping out this type of discrimination. 

This view, the author believes, would not withstand 
the test of a Court case. It would seem, moreover, that 
there is no issue at all in the situation of a company 
packing two identical products under different labels 
and selling each at a different price, if both brands are 
available to all; competition is affected, in other words, 
only when one brand is sold to one buyer and another 
to another. 

69 The Commission seems to have been reasonable in 
requiring a showing of substantial injury. According 
to one legal analyst (Charles B. Bayly, Jr., “Four 
Years under the Robinson-Patman Act,” 25 Minnesota 
Law Review, 131, 143, 1940-1941), “... the price dif- 
ferential must result in lower resale prices, which in 
turn must cause a diversion of customers’ buying power 
to render such differential a violation of Section 2(a).” 

7 Section 2(f), “That it shall be unlawful for any 
person engaged in commerce, in the course of such com- 
merce, knowingly to induce or receive a discrimination 
in price which is prohibited by this section.” 
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buyers or their customers where any of 
the purchases involved in such a dis- 
crimination are interstate commerce; in 
fact, the Commission has dismissed a 
number of cases on the ground that the 
purchases have not been involved in 
commerce. 

The Robinson-Patman Act specifically 
permits (but, as was suggested, evidently 
does not require)” price differentials re- 
flecting differences in cost of manu- 
facture, sale or delivery;” it authorizes 
differences in point of time coming in re- 
sponse to changed conditions; and it 
allows the rebutting of a prima facie 
case by showing that one’s lower prices 
were due to a meeting, in good faith, of 
those of a competitor.” There is nothing 


71 Section 2(a) of the law reads in part: “That nothing 
herein contained shall prevent differentials which make 
only due allowance for differences in the cost of manu- 
facture, sale or delivery resulting from the differing 
methods or quantities in which such commodities are 
to such purchasers sold or delivered.” To the extent 
that it merely permits differentials on a basis of cost 
savings, the law condones non-price price discrimina- 
tion, i.e., the same price for a different product-service. 

72 In order to be “in the clear” in this regard, it would 
seem that a seller charging different prices and relying 
on cost differences as a defense, must meet at least two 
tests: (1) the alleged saving must be definite and prov- 
able and attributable only to an individual order (not 
based on orders over a period of time), and (2) the dis- 
counts arising therefrom must not be secret but must 
be open to all under the same conditions. 

As to the question of cost determination arising in 
connection with (1) above, it would appear that (a) a 
system which has been in use by a respondent previously 
has a strong presumption in its favor, but that (b) the 
Commission might sustain a differential based upon any 
a system which is reasonable even if devised for the occa- 
sion. Bayly, supra, n. 69, at, 162-163, 165 and 166. 

8 For example, the defendants in a treble damage suit 
were found not to have violated the Robinson-Patman 
Act where variations in prices charged for flour were 
shown to be due to changes in the price of-the raw ma- 
terial, wheat. Frederick W. Huber, Inc. v. Pillsbury 
Flour Mills Co. U.S.D.C. $.D.N.Y. Civ. 1-95, May 
1942, 

The necessity for such action, however, must be 
demonstrably substantial and imminent; that is, a 
real rival must have been shown actually to have re- 
duced his price. It would seem, moreover, that the 
vendor then may merely meet the rival’s price; not 
undercut it. Bayly supra, n. 69, at 173. 


in the act about functional discounts. 
Presumably they must meet the same 
tests as any other type of discount.” 
Sales to the federal government seem to 
have been ruled exempt from the law.” 
In the amendment, as in the original 
form of Section 2, the vendor retains the 
right to sell or not as he pleases.’ 

The Robinson-Patman Act proscribes 
two common devices utilized to imple- 
ment discriminatory pricing activities, 
without regard to their specific effect on 
competition :78 

1. Section 2(c) outlaws brokerage al- 
lowances except for services rendered 
(thus eliminating “dummy” brokerage 
payments). 

2. Section 2(d) prohibits payments of 
anything of value (such as advertising 
allowances) in consideration of services 
rendered except on “proportionally equal 
terms.” 

The first of these was designed to out- 


% According to one member of the Federal Trade 
Commission staff, in a letter to this author: “...On 
the face of the statute there is no presumption that func- 
tional discounts are either lawful or unlawful. The 
statute makes no reference to classes of purchasers but 
only to purchasers. 

“If the effects on competition of a discrimination be- 
tween purchasers of different classes can be shown to 
be the effect prescribed in the statute, the existence of 
different functions would not seem to be any defense 
unless it could be shown that the different prices made 
‘only due allowance for differences in the cost of manu- 
facture, sale, or delivery resulting from the differing 
methods or quantities’ in which sales are made. On the 
other hand, the mere fact that functional differentials 
are allowed does not bring them within the prohibition 
of the statute.” 

% Bayly, supra, n. 69, at 147. 

1 The part of Section 2(a) covering this point reads, 
“That nothing herein contained shall prevent persons 
engaged in selling goods, wares, or merchandise in com- 
merce from selecting their own customers in bona fide 


transactions and not in restraint of trade....” (Italics 
mine.) 
78“. . these practices were forbidden because of their 


tendency to lessen competition and create monopoly, 
without regard to their effect in a particular case.... 
The forbidding of specific practices because of their tend- 
ency toward a general result, also forbidden, is familiar 
legislative practice... .°’ Oliver Bros. v. F.T.C. 102 
F and 763, 767 (1939). 
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law the practice of granting brokerage 
allowances by sellers to “brokerage con- 
cerns” affiliated with a buyer. The pur- 
pose of the second was to prohibit dis- 
criminatory pricing resulting from spuri- 
ous service allowances. The Commis- 
sion’s view of “proportionally equal 
terms” in this connection would seem to 
be that if any one customer is extended 
terms, then a// buyers must be accorded 
some terms. 

In one case involving the furnishing 
of demonstrativi. service to particular 
buyers and not to others (under Section 
2(e) ),7* Commission counsel stated that 
“« |. . arespondent may use any formula 

. he wishes, provided same is reason- 
able and provided further that in the 
actual operation of the formula... 
demonstration service can be, and is, 
offered affirmatively by the respondent 
on a proportionally equal basis to a// of 
the respondent’s customers.”® (Italics 
mine.) However, the seller may, of 
course, refuse to grant an allowance or 
furnish service to all of his customers if he 
so desires (thus treating them equally), 
or he may refuse to se// his goods to any 
one customer (thus avoiding the neces- 
sity of furnishing the service to that 
individual). 


79 Section 2(e) prohibits discrimination “in favor of 
one purchaser against another purchaser . . . of a com- 
modity bought for resale... dy contributing... any 
services or facilities connected with the... sale... of 
such commodity so purchased upon terms not accorded 
to all purchasers on proportionally equal terms.’ Sec- 
tion 2(f), in part a reciprocal, makes it illegal “know- 
ingly to induce or receive a discrimination in price.” 
(Italics mine.) 

80 In the matter of Elizabeth Arden Inc., et al., Docket 
#3133, Brief of Counsel for the Commission, p. 22. 
One questions the soundness of such a rule in view of 
the fact that some customers simply are in no position 
to contribute anything to the success of a vendor’s 
sales-promotional campaign while others are. Thus, the 
law would have the effect of forcing a vendor to prac- 
tice discrimination by requiring that payments be 
made to those from whom there is no guid pro quo. 


Basing-Point Pricing and the Robinson- 
Patman Amendment 


Two recent decisions, based on 
amended Section 2 of the Clayton Act, 
seem to partially vitiate former con- 
clusions concerning the legality of basing- 
point systems, i.e., that concerted action 
only was a violation of the anti-trust 
laws. One of these—the Corn Products 
Refining Co. case*—involved, among 
other things, a scheme by which the 
company, with factories both in Chicago 
(actually Argo), Illinois and Kansas 
City, Mo., sold glucose on a Chicago 
base, thus in effect charging “phantom 
freight” to buyers at certain points while 
absorbing freight in sales to others. The 
other—the Staley case**—was similar 
except that this case turned partly on 
whether the company was meeting com- 
petitors’ prices within the meaning of the 
law. 

The Court in these cases found the 
pricing scheme discriminatory and found, 
moreover, that under conditions prevail- 
ing in this industry, such discrimination 
may have a substantial adverse effect on 
competition. It ruled, therefore, that 
this single basing-point pricing scheme as 
practiced and applied to this industry 
was unlawfully discriminatory. These 
decisions, however, are by no means to 
be interpreted as condemning all de- 
livered price, or even  basing-point, 
systems. 

To begin with, the Court clearly recog- 
nized that, during the debates on the 
amendment of Section 2, Congress con- 
sidered and rejected wording which 
would have required f.o.b. pricing in all 
cases and thus make all basing-point 
pricing systems illegal per se.* In any 

8! Corn Products Refining Co. v. Federal Trade Com 
mission 324 U.S. 726 (1945). 

82 Federal Trade Commission v. A. E. Staley Mfg. Co., 


324 U.S. 746 (1945). 
88 Corn Products case, supra, n. 81, at 967. 
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case, the Court seemed to be much more 
concerned about “phantom freight” than 
with freight absorption. In fact, one 
wonders whether absorbing freight is 
recognized by the Court as discrimina 
tory at all. (The Court said in the Staley 
case, at 976, ““ . . . it does not follow that 
respondents may never absorb freight 
when their factory price plus actual 
freight is higher than their competitors’ 
price, or that sellers, by so doing, may 
not maintain a uniform delivered price 
at all points of delivery, for in that event 
there is no discrimination in price.”) But 
even where the Court finds that discrimi- 
nation prevails, the questions as to 
whether the discrimination may have 
an adverse effect on competition and 
whether the scheme is offensively uti- 
lized, or merely results from an attempt 
in good faith to meet competitors’ 
prices, still must be faced. 

One gathers inferentially from a study 
of the Corn Products and Staley Deci- 
sions that multiple basing-point systems 
ordinarily might be held legal in the ab- 
sence of collusion, provided that basing 
points and production points were iden- 
tical or in close proximity, because (a) 
any existing discrimination would result 
from “invading” other territories and 
hence would be of the freight absorption 
type, and (b) such discrimination might 
reasonably be interpreted as being prac- 
ticed for the purpose of meeting com- 
petitors’ prices. This view received con- 
siderable support by the circuit court 
decision just handed down (in late 
September 1946) which vacated a Cease 
and Desist order of the Federal Trade 
Commission against the use of this device 
in the cement industry.™* This decision 

“ In the Matter of the Cement Institute et al. 37 F.T.C. 
Decisions 87, 261 (1943). Set aside in Aetna Portland 
Cement Company et al., Cement Institute et al. and others 
v. Federal Trade Commission, U.S.C.C.A., Seventh 


Circuit, September 20, 1946. Not yet reported. 
The court, by the terms of this decision, in the ab- 


of course is still subject to review by the 
United States Supreme Court; whether 
the highest tribunal will confirm it re- 
mains to be seen. 

It should be clear from the foregoing 
discussion of this legislation that the 
Robinson-Patman Act is directed not so 
much as locality discrimination® (as its 
predecessor was) as at personal discrimi- 
nation (between firms rather than in- 
dividuals). It is apparent also that the 
Act does not proscribe discrimination 
per se. For one thing, it outlaws only 
discrimination by sellers. For another, 
(as currently interpreted, at least) it pro- 
hibits only price differentials among like 
commodities, unjustified by cost dif- 
ferences. Finally, discrimination is ac- 
tionable under the Robinson-Patman 
amendment only where such discrimina- 
tory activities may lessen, injure, or de- 
stroy competition in commerce. 

It was the intent of Congress, then, 
not to outlaw discrimination as such by 
the provisions of the Robinson-Patman 
Act, but only discriminatory pricing 
arrangements having a harmful effect on 





sence of evidence of collusion, in effect (1) upheld the 
use of the multiple basing-point pricing scheme as 
normally competitive, including the practice of freight 
absorption, but in an oditer dictum (2) indicated that 
since charging “phantom freight” was judged illegal, in 
the Corn Products case, individual prosecution of those 
(non-base) mills whose prices include such charges 
might be successful in this field. However, as was recog- 
nized by the court, the Robinson-Patman measure 
applies only where competition is adversely affected and 
in cement (as opposed to glucose) it might be difficult 
to establish such an effect, since the differential treat- 
ment applies to buyers located in different cities and not 
normally engaged in rivalry. This decision very likely 
will be appealed by the Federal Trade Commission, 

% Although, as was mentioned earlier, locality price 
discrimination for the purpose of destroying competition 
is outlawed by the terms of Section 3, the pertinent 
part of which reads as follows: “It shall be unlawful for 
any person engaged in commerce, in the course of such 
commerce ... to sell, or contract to sell, goods in any 
part of the United States at prices lower than those 
exacted by said person elsewhere in the United States 
for the purpose of destroying competition or eliminating 
acompetitor....” 
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the competitive system. The Federal 
Trade Commission, therefore, should 
take care not to attempt the broadening 
of its scope in the direction of invoking 
the law in cases where there is no indica- 
tion of a genuinely harmful effect on 
competition. On the other hand, as- 
suming a harmful effect may be created 
thereby, the Commission should con- 
sider extending its purview to include 
instances in which large buyers receive 
relatively disadvantageous treatment as 
a result of paying the same prices as 
others who obtain more service or whose 
orders are more costly to handle. 


SUMMARY—CONCLUSIONS 


Present federal legislative circum- 
scriptions against price discrimination 
mainly are of three types: 

1. Those included in the Interstate 
Commerce Commission Act (and similar 
legislative enactments) which proscribe 
all personal discrimination and purport 
to prohibit all ‘“‘unreasonable”’ discrimi- 
nation. 

2. Those implied in the Sherman 
Anti-Trust Act which, through court 
interpretation, prohibits any device (in- 
cluding price discrimination) used in 
connection with restraints of trade and 
monopolization. 

3. Those found in amended Section 2 
of the Clayton Act (The Robinson- 
Patman Amendment) which outlaws 
personal, and, to a limited extent, semi- 
personal, price discrimination by sellers 
where the effect may be that of lessening, 
injuring, destroying or preventing com- 
petition, and secondarily makes criminal- 
ly actionable locality discrimination 
whose purpose is that of destroying 
competition. 

One may conclude from the foregoing 


that all federal price discrimination legis- 
lation possesses one common theme—the 
proscription of the price discriminatory 
device in connection with monopoly or 
monopolistic activities. That is, in 
public service industries the control of 
price discrimination is effected in order 
to preclude arbitrary pricing for the 
benefit of certain groups against others 
by those enjoying a complete, or at least 
a large, control of supply. In ordinary 
nonpublic service industries which are 
presumed to be competitive, the control 
of the device is predicated upon a policy 
of proscribing activities which tend to 
replace competition with monopoly. 


8 This applies to that type of legislation designed to 
control price discrimination among national markets 
(as it affects us) as well as the type related to discrimina- 
tory pricing in the domestic field. Thus, our anti- 
dumping legislation is aimed at the setting of low prices 
in our home market by foreign vendors with the intent 
(in some instances) or effect (in others) of injury to 
domestic competitors. 

For example, the Revenue Act of 1916 (39 Stat. at L., 
798) proscribes the sale of goods at a price “substantially 
less” than the market value thereof in the country of 
origin (after equalizing the cost of transportation) with 
the intent of injuring an industry in this country or for 
the purpose of monopolizing or restraining trade. The 
Anti-Dumping Act of 1921 (42 Stat. at L., 11) provides 
the machinery for controlling the importation of goods 
at less than the “fair value” or their cost of production 
abroad, whenever an industry in the United States “‘is 
being or is likely to be injured’”’ by reason of such im- 
portation. 

One of the most interesting of the anti-dumping meas- 
ures (particularly in the light of present circumstances) 
is Section 322 of the Fordney-McCumber Tariff Act 
of 1922 (42 Stat. at L., 858, 948) which is designed to 
prevent the importation at ruinous prices of A.E.F. 
automotive equipment disposed of by our government 
in foreign countries following World War I. The Tariff 
Act of 1930 (46 Stat. at L., 590, 703) provides, among 
other things, for the exclusion of goods the effect of 
whose method of sale would restrain, substantially in- 
jure, or monopolize domestic trade. In addition to the 
foregoing more or less specific measures is the Federal 
Trade Commission Act (38 Stat. at L., 717, 1914) which 
prohibits unfair methods of competition in foreign as 
well as domestic commerce, and thus presumably 
brings predatory dumping within its scope. 
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MOTION PICTURE RESEARCH: RESPONSE 
ANALYSIS 


MARJORIE FISKE ann LEO HANDEL 


Eprror’s Nore: This is the second of a series of articles 
to be presented by the authors on the general subject of 
motion picture research. 


HE effects of motion pictures have 

been more frequently explored than 
have their content, control, or audience 
structure. But even here the territory has 
been by no means completely covered. 
Effects research of any media coversa 
wide area, and motion pictures are no 
exception. There are, on the one hand, 
many kinds of films and many different 
ways of presenting a story. On the other 
hand, there are all kinds of audience 
groups which conceivably would react 
differently to the various ty pes of motion 
pictures and to the various charac- 
teristics of any given one. 


SruDIES OF AUDIENCE REACTION 


There is no one organization or com- 
pany concerned with systematic or con- 
tinuous studies which would enable us to 
understand better the role of this 
medium to which millions of Americans 
are regularly exposed. It is not even pos- 
sible to gain much insight into this prob- 
lem by gathering together all of the re- 
search that has been done by widely 
separated investigators, for most of the 
work has been sporadic and _ highly 
specific. 

Producers, for example, have spon- 
sored audience reaction studies to test 
titles or to test particular scenes in a 
picture before its release. The War De- 
partment has sponsored effects studies 
to gauge the impact of army indoctrina- 
tion films. Various educational and 
propaganda groups have had small 
studies made on particular pictures. In 
the case of the Payne Fund Studies, re- 


search has been done on the effect of 
motion pictures in general on one section 
of the population. 

That the problem is a complex one is 
easily seen. A motion picture may in- 
fluence attitudes, emotions, or mental 
activity. It may be interesting or dull, 
pleasant or sad, soothing or stimulating, 
liked or disliked, agreed with or disagreed 
with. Obviously, these effects differ from 
picture to picture. 

We would expect an educational film 
primarily to influence the mental proc- 
esses, to add to the audience’s store of 
information, and possibly to modify at- 
titudes. An entertainment film, on the 
other hand, might be expected to elicit 
emotional responses. But actually the 
problem i is not so clear cut. A person 
viewing an “entertainment” film does 
not automatically stop thinking and 
only “‘feel,’”’ nor does a person who is 
being “‘educated” function only intel- 
lectually. Facts can be as emotional in 
their effect as fiction. 

The kind of effect measured differs 
according to the purpose of the in- 
vestigator. If he is an educator or propa- 
gandist, he will want to know what 
people learned from the film—to what 
extent it changed their attitudes. If he 
is a Hollywood producer, he is more 
likely to be concerned with degree of 
interest in the film, and the extent to 
which different sequences or actors were 
liked or disliked. He may, furthermore, 
be interested in reaction only to a par- 
ticular section of the film, its title, or one 
particular sequence. 

Some effects studies have been made 
in all of these fields. Examples will be 
mentioned under each category to give 
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the reader some impression of the scope 
of the work done to date, and some idea 
of what remains to be done. 


Sneak Previews 


The so-called “sneak previews” have 
been widely popular with the motion 
picture producers as a means of deter- 
mining degree of interest or over-all like 
or dislike of a film, but from a scientific 
standpoint they are both superficial and 
impractical. The usual procedure is, after 
a picture is more or less completed, to 
show it at a theatre in or near Holly- 
wood. Intermingling with the audience 
are several persons connected with the 
production who try to “feel out” the 
audience reaction. 

The vague impressions which can be 
obtained from such previews are used to 
make changes, sometimes involving “‘re- 
takes” of certain scenes. In addition to 
“sounding out” by people seated in the 
audience, preview cards asking “How 
did you like the picture?” are sometimes 
distributed. On the whole, the results 
are not very satisfactory. As Sam Gold- 
wyn once put it in discussing this tech- 
nique: “Come to think of it, I have 
never received preview cards which did 
not rave about the picture.’ 


Studies of reactions to specific aspects of a 
motion picture 


The Motion Picture Research Bureau 
has devised methods for measuring, not 
over-all reaction to a picture, but re- 
actions to different aspects of it. Into 
this category would fall the casting tests 
devised to determine which actor would 
be best qualified and most acceptable in 
a certain role, a factor which is most 


1A more scientific version of the sneak preview test 
has been developed by the Motion Picture Research 
Bureau. See Leo Handel, Motion Picture Audience Re- 
search, New York, 1942, on file, Bureau of Applied 
Social Research, Columbia University. 


important when a well-known book or 
play is being converted into a motion 
picture. Title tests comprise another 
more specialized study of audience re- 
action, and since a title evidently has 
considerable influence on potential audi- 
ence, the importance of such tests in- 
creases as the importance of the stars 
decreases.’ 

Every picture that goes into produc- 
tion has a “work-title,” but in addition 
there are usually several final titles under 
consideration. It is not necessary, as the 
Motion Picture Research Bureau has 
shown, to leave the final selection to the 
personal judgment of the producers. 
This organization, for example, made a 
study of five alternative titles (for Metro- 
Goldwyn-Mayer, in 1942). Two thou- 
sand people, of various age, sex, and 
economic groups and in representative 
large cities were asked which title they 
preferred. One title was selected by 
nearly half of the respondents, and was 
preferred in all of the 19 cities where the 
survey was conducted, thus leaving little 
doubt as to the final choice. 

There is, however, still a wide open 
field for specific studies of this kind. The 
day may come when the choice of certain 
scenes of varying emphasis and “foot 
length” will be determined by research, 
as will be story elements, background, 
and atmosphere.® 

A picture is rarely entirely “western” 
or “mystery” or “comedy” in nature. A 
“western” picture often includes many 
other elements: mystery, comedy, ro- 
mance, period settings, and so on, but 
just which blends and which proportions 


2 In a study of a particular picture, the Motion Pic- 
ture Research Bureau found that nearly 6 per cent of a 
given audience wanted to see the picture because of its 
title. 

* Bosley Crowther, “It’s the Fans Who Make the 
Films,” New York Times Magazine, June 24, 1945, 
reports some specific studies of this kind already done 
by George Gallup’s Audience Research Institute. 
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are most pleasing to the greatest number 
of people in the potential audience are 
still not known. It might develop, for 
example, that a blend of romance is de- 
sirable in all kinds of pictures but that 
people resent the introduction of, say, 
comedy, into mystery stories. 


Studies of the effectiveness of motion pic- 
ture advertising 


Another kind of specific “‘effect”’ study 
is that pertaining to advertising and 
publicity about a motion picture. Be- 
cause of the more widespread utilization 
of research in advertising circles, this is 
one of the best developed branches of 
motion picture audience research, despite 
its relative complexity. 

Every picture has to be sold separately 
to its audience, and for the most part 
the promotion of a “brand” or “trade” 
name is ineffectual, for each producer 
puts out several different kinds of pic- 
tures. Furthermore, the promotion of 
motion picture “‘goods” has to take 
place within a relatively short period of 
time. There can be no sustained, long 
range “build-up.” Usually, as soon as a 
studio accepts a story, publicity for the 
forthcoming film is set into operation, 
and organized campaigns are launched 
through fan and other national maga- 
zines, radio, and local newspapers. 

Methods for measuring the effective- 
ness generally follow the pattern of other 
advertising tests.‘ One method involves 
the printing of the titles of the pictures 
under observation in a different order 


‘ The authors had no access to Dr. George Gallup’s 
continuing surveys on “degree of penetration” of mo- 
tion picture publicity and, therefore, they are not in- 
cluded here. An article in Time (July 22, 1946) discusses 
some of Audience Research, Inc.’s general findings but 
does not include method, except for an electrical device 
which measures audience reaction, evidently on the 
same general principle as the Program Analyzer, dis- 
cussed at length later in this series. 

& A more detailed discussion of Gallup’s technique ap- 
peared in the Wall Street Fournal for October 25, 1946. 


on a number of sets of check lists, and 
the respondent is asked whether he has 
heard or read about any of them. If he 
has, he is asked who is playing in it, what 
kind of picture it is, and where he heard 
or read about it. From such data, the 
“publicity index” of a picture can be 
ascertained. The respondent is further 
asked whether or not he wants to see the 
picture. The answers obtained from this 
question may be used to determine an 
“Index of the Potential Audience.” 

A variation of this kind of research 
would be one similar to that used to test 
other kinds of advertising: one medium 
is used in one community, another 
medium in another community, and 
matched groups of the population in 
each are tested to determine the relative 
impact of publicity in the two media. 


Studies of the effectiveness of educational 


films 


The effects of educational films have 
been studied more intensively than have 
the effects of films produced solely for 
entertainment purposes. The studies 
have been made chiefly by psychologists 
concerned with measuring the effective- 
ness of films as an educational tool. 
Most of the work has been done with 
children and college students, and the 
techniques for the most part are the same 
as those adopted in other laboratory 
learning experiments. 

Tilton and Knowlton, for example, 
sought to determine the extent to which 
seeing relevant films increased student 
participation in classroom discussion, by 
measuring the difference between such 
participation before and after the view- 
ing of the films. Questionnaires have 
been used to measure gain in informa- 
tion, changes in attitudes, like, dislike, 

§ Daniel C. Knowlton and J. Warren Tilton, Motion 


Pictures in History Teaching (New Haven: Yale Uni- 
versity Press, 1929). 
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and so on. The rating scale has been used 
largely to gauge the attitude of teachers 
toward the effectiveness of educational 
films, as in the study of Brunstetter,® 
who had teachers rate educational films 
in terms of objectives, content, and 
technical aspects. Even more frequently, 
studies of educational films are based on 
a combination of several techniques.’ 

From an educational and psychologi- 
cal standpoint, the elaboration of a 
method for observing and recording be- 
havior, while watching a film and later, 
is one of the most interesting techniques 
and has many possibilities. Not much 
has been done in this field, but the work 
of Clark,’ who deliberately introduced 
distractions and recorded the resulting 
behavior of the audience, has at least 
paved the way toward more exhaustive 
studies. 

Similar devices have been used in 
studying the effect of printed materials. 
In an investigation of the effect of comic 
book reading on children,® standardized 
interruptions were introduced and an 
index of “degree of concentration” was 
developed. This method is particularly 
useful in comparing reactions of different 
groups or types of people (e.g., in the 
study of comics, children who were 
socially maladjusted responded quite dif- 
ferently from the well adjusted children). 

But there are observational studies 
possible even beyond this point. After 
all, the final effectiveness of any learning 


* M. R. Brunstetter, “Selecting Educational Talking 
Pictures,” School Executive Magazine, Vol. 54, pp. 364-5. 

7 The Joint Committee on Film Forums of the Ameri- 
can Library Association reports the results of film 
forums in libraries throughout the country, based on a 
combination of rating scales, report forms, audience 
analysis, and questionnaires. 

8 Clarence C. Clark, “Sound Motion Pictures as an 
Aid in Classroom Teaching,” School Review, Vol. 40, 
Nov. 1932, pp. 669-81. 

® Marjorie Fiske and Katherine Wolf, Let the Children 
Talk About Comics, to be published in 1947 by the 
Bureau of Applied Social Research. 


process can be measured only by de- 
termining the extent to which it affects 
behavior and attitudes. If records of be- 
havior and attitudes were kept over a 
period of time, and if “‘panels’’ for re- 
interviewing were established, one could 
much better judge the long range effec- 
tiveness of a film. 


The Payne Fund Studies 


The now classic Payne Fund Studies 
constitute the only attempt thus far to 
gain insight into the psychological and 
sociological effects of motion pictures in 
general. Because they comprise the most 
thoroughgoing approach, both from a 
methodological and from an “effects” 
standpoint, no review of the motion pic- 
ture research field is complete without a 
summary of these studies. 

In 1928, William Short, then Director 
of the Motion Picture Research Council, 
invited a group of social scientists to 
propose a program of study for deter- 
mining just what effects motion pictures 
have on children, and subsequently pro- 
cured a grant from the Payne Fund to 
support the investigation. The problem 
was threefold: to study the effects of 
motion pictures on children, to study the 
degree of exposure to them, and to study 
current motion picture content to deter- 
mine what it was that the children 
were exposed to. In other words, while 
the studies were primarily concerned 
with the “effects” part of our communi- 
cations research formula, some knowl- 
edge of content and of the structure of 
the audience was necessary in order to 
gauge effects most thoroughly. 

There were, altogether, ten studies 
(published by Macmillan, New York, 
in 1933). Three of them have already 
been mentioned in a preceding paper:”” 


10 Marjorie Fiske and Leo Handel, ““Motion Picture 
Research: Content and Audience Analysis,” JouRNAL OF 
MARKETING, Vol. XI, No. 2, October 1946, pp. 129-134. 
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the Dale content analysis, the Peters 
comparative analysis, and the Dale at- 
tendance studies. The other seven fall 
under the heading of “‘effects” studies 
and are concerned with the effect of mo- 
tion pictures on information, emotions, 
behavior, and health. 

Getting Ideas from the Movies, by 
Holaday and Stoddard, was an attempt 
to measure two effects of motion pictures 
on the memories of children: the reten- 
tion of film content and the changes in 
quantity and accuracy of general infor- 
mation, including the direction and 
duration of the changes. The procedure 
involved analysis of 17 movies for gen- 
eral and specific information which, in 
turn, formed the basis for the construc- 
tion of multiple choice tests adminis- 
tered to 3,000 children and adults 
equated for intelligence and age. 

The authors arrived at ten conclusions, 
among which are the findings that 
general information is acquired from 
motion pictures whether it is correct or 
incorrect (unless the errors are glaring) 
and that retention is high—nearly as 
high as in experimental studies where 
there was an incentive to learn. 

The authors also concluded that there 
is an acquisition of information from 
pictures that are not intended to be 
“educational” in nature. Here, it may be 
noted that studies of radio programs 
have found that people frequently ac- 
quire bits of information or suggestions 
for handling personal problems" from 
programs which are primarily entertain- 
ing in nature. Radio studies have also 
shown that many people prefer the kind 
of entertainment program which gives 
them such items of information,’ and 


"1 Herta Herzog, “On Borrowed Experience,” Studies 
in Philosophy and Social Science, Vol. 1X, May, 1941. 

? Herta Herzog, “Why People Like the Professor 
Quiz Program,” Radio and the Printed Page (New York: 
Duell, Sloan & Pearce, 1941). 


that frequently this learning is a source 
of major gratification in listening to quiz 
programs, soap operas, and the like. 
These same people who like to “learn” 
from radio programs, however, are likely 
to shy away from programs which are 
recognizable as primarily “educational” 
in purpose. 

The Holaday-Stoddard findings on 
the items learned and the length of re- 
tention closely parallel those of experi- 
mental learning studies. Hence, ques- 
tions of concern to producers and educa- 
tors alike arise: Would not further 
studies in this field throw even more 
light on the learning process, and perhaps 
enable investigators to determine more 
clearly the line of demarcation between 
“educational” and “entertainment” ma- 
terial? What is the saturation point for 
information beyond which an entertain- 
ment film will be recognized as “‘educa- 
tional” and therefore, for many people, 
not interesting? What changes can be 
made in the so-called educational film to 
give it the favorable aura of an “‘enter- 
tainment”’ film? 

The Emotional Responses of Children 
to the Motion Picture Situation, by 
Dysinger and Ruckmick, attempted to 
get both objective and subjective records 
of disturbances approximating an emo- 
tional nature during the motion picture 
situation. This study was based on the 
principle that bodily changes accompany 
emotional experience, and the immediate 
responses of children and adults to “sex”’ 
and “danger” episodes were registered 
with a psychogalvanometer. 

The greatest reaction to danger scenes 
was found in the 6 to 12 year old group, 
the greatest reaction to love scenes 
among adolescents between 12 and 18 
years old, with very little response 
among younger children. Such a physio- 
logical study is useful in comparing dif- 
ferences among various kinds of children. 
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In this case, sex differences were found 
to be negligible, but individual varia- 
tions very marked. 

In general, however, studies of this 
kind would be more useful if there were 
further analysis of the individual varia- 
tions which were noted. What kind of 
children react most violently and how do 
their reactions affect their subsequent 
development? 

In Movies and Conduct, Herbert Blumer 
reports on the kinds of influence wielded 
by motion pictures on conduct. Personal 
histories (based on autobiographies and 
interviews) were gathered from 1,800 
college and high school students, office 
workers, and factory workers. 

Blumer was mainly concerned with 
manifestations of fright, sorrow, love, 
and excitement. He concluded that his 
sampling sufficed to show that “motion 
pictures may play very vividly upon a 
given emotion of the individual; his im- 
pulses may be so aroused and his imagery 
so fixed that for a period of time he is 
transported out of his normal conduct 
and. completely subjugated by his im- 
pulses.” 

Here again, however, we have very 
little indication as to how this stimula- 
tion actually affects the everyday be- 
havior or the development of the child, 
whether harmfully or helpfully. Blumer 
does point out that many children like 
to be frightened by pictures, a finding 
which is corroborated to some extent by 
the previously cited study of the effects 
of comic book reading (where it was 
found, however, that it is chiefly neurotic 
children who revel in horror, and it is 
only they who are potentially harmed 
by it). 

Thurstone and Peterson report, in 
Motion Pictures and the Social Attitudes 
of Children, the results of an investiga- 
tion of the effect of motion pictures on 

he attitudes of high school children, 


toward nationality, race, crime, war, 
capital punishment, prohibition, and the 
punishment of criminals. Thurstone at- 
titude scales were constructed, and at- 
titudes were measured the day after the 
picture was seen. Comparisons were 
made between the effects of a single 
picture, that of two or more pertaining 
to the same issue, and the persistence of 
the effect of motion pictures. 

May and Shuttleworth” were con- 
cerned with the measurement of similar 
attitudes but sought to find the effects 
of the total picture experience rather 
than that of any single film. They found 
that even though, as Thurstone and 
Peterson pointed out, one picture re- 
lated to a social issue may not signifi- 
cantly affect the attitude of an individual, 
continued exposure to pictures of similar 
character will produce a measurable 
change of attitude which tends to per- 
sist over a period of time (or at least up 
to eight months—the period covered by 
the study). Movie-going children were 
found to admire different kinds of people 
from non-movie children (actors, cow- 
boys, and chorus girls, for example, 
instead of medical students and college 
professors). 

These two studies come closer than 
any other to providing some insight into 
the way in which the motion picture 
affects the goals and aspirations of the 
children who are growing up under its 
influence. Further studies of this kind 
might well shed light on the motion 
picture likes, dislikes, and motives of 
immature or irrational adults. 

Blumer and Houser traced the role of 
the motion picture in the lives of young 
delinquents and non-delinquents, and 
endeavored to measure its impact on the 


13 Social Conduct and Attitudes of Movie Fans, by 
Frank K. Shuttleworth and Mark A. May, Institute 


of Human Relations, Yale University (Payne Fund 
Study). 
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inmates of correctional schools, reforma- 
tories, and penitentiaries. Questionnaires, 
interviews, and direct observation com- 
prise the techniques utilized in this 
study, and the authors report, in Movies, 
Delinquency and Crime, two general con- 
clusions. 

The first is the concept of “emotional 
possession,” which the authors feel to be 
one of the significant findings of the 
study. According to them, the child 
viewing a motion picture “forgets his 
surroundings ...loses control of his 
feelings, actions and thoughts, and his 
emotional condition may get such a 
strong grip on him that even his efforts 
to rid himself of it by reasoning with 
himself may prove of little avail. He is 
possessed by the drama.” 

The second conclusion drawn from 
this study relates to the very consider- 
able extent to which motion pictures 
dominate the fantasy and play life of 
young children and the ambitions and 
ideals of adolescents. The authors do not 
attempt to trace the impetus for criminal 
behavior to the movies. They did find 
that many delinquents actually learned 
about criminal techniques from motion 
pictures, but the chances are the children 
predisposed to delinquency would have 
learned them elsewhere had the movies 
not provided easy access. It is too easy, 
with movies as with comics and radio 
programs, to trace specific delinquent or 
disapproved acts to a particular scene or 
sequence. It is not easy to determine 
whether the act or a similar one might 
not have been committed anyway. 

The only study in the series which at- 
tempted to determine how motion pic- 


“ This experience was also noted by K. Wolf in an 
unpublished study where she summarizes the differ- 
ence between the motion picture and legitimate theatre 
experience thus: in the theatre one sits before the stage 


(aware of self and players and audience), but one /ives 
in a movie. 


tures affect the health of children was 
that done by Renshaw, Miller, and 
Marquis on Children’s Sleep. They 
studied motility in sleep by means of a 
hypnograph attached to the beds of 
children in an institution. Comparisons 
were made between movements made 
after a normal day, movements made 
after “holiday” stimulation other than 
movies, and movements made after see- 
ing movies. They found that movies 
cause considerable sleep disturbances, 
more so than other activities (even more 
than two cups of coffee in the evening), 
but made no conclusions as to the vary- 
ing effects of different types of motion 
pictures on different types of children. 

To summarize, the Payne Fund Studies 
constitute the most comprehensive work 
done to date in the field of motion pic- 
ture research. They have shown that 
motion pictures have a pronounced ef- 
fect on the information, emotions, at- 
titudes, behavior, and possibly the 
health of children. Today their value is 
limited, however, by the fact that they 
measured the impact of the Hollywood 
product of fifteen years or more ago. 
Psychologically and sociologically, their 
value is limited because, by and large, 
they did not attempt to correlate impact 
of pictures with degree of social or 
psychological adjustment of the child, 
nor did they in general distinguish among 
children who were movie “fans,” those 
who attend moderately, and those who 
never attend. Each study was concerned 
with only a segment of the effects of 
motion pictures on children, and each 
was explored with a different group of 
children. 

What remains to be done is intensive 
work over a period of time, covering all 
possible effects with the same children. 
Only in this way will we arrive at an 
understanding of whether motion pic- 
tures are actually, rather than poten- 
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tially, dangerous in their influence on 


children. 


StuDIEs OF AUDIENCE MOTIVATION 
AND GRATIFICATION 


The most thoroughgoing work in the 
field of motivation and gratification in- 
volved in motion picture attendance has 
been done by Karl Buhler and Katherine 
Wolf at the Psychological Institute of 
the University of Vienna. They con- 
ducted some 31 studies of motion pic- 
tures in the period 1932-1938, all of 
which unfortunately remain unpub- 
lished due to the exigencies of the inter- 
national situation. 

Some of these studies, if they were 
classified according to the typology used 
here, fall under the heading of content 
analysis. They analyzed, for example, 
expressive movements in motion pic- 
tures; they compared presentations of 
similar material in books, in motion 
pictures, and on the legitimate stage. 
Other studies were concerned with the 
portrayal of time and space in motion 
pictures, the use of symbols of humor, 
the role of language, and the formal 
structure of the movies. Most of these 
content analyses were accompanied by 
effects studies which determined, for 
example, when the portrayal of time or 
space is understood and when it is not 
understood, what is considered funny 
and by whom, and how many expressive 
movements an actor can make without 
appearing grotesque on the one hand 
or stilted on the other. 

The rest of the studies were concerned 
largely with the nature of the movie- 
going experience. Thus, they studied the 
role of identification, the after effects of 
seeing films of various kinds, changes in 
star preferences over a period of time, 
and so on. Lacking details as to tech- 


niques and results, the chief value of this 
work for motion picture research in this 
country is that it suggests the richness of 
a largely unexplored field, which would 
not only throw light on our understand- 
ing of what movies do to people, but 
would also help us to understand people 
by analyzing their reactions to various 
motion picture situations. 

Motivation in attendance is another 
largely unexplored area. Some prelimi- 
nary work done at the University of 
Newark Research Center more than ten 
years ago” offers some suggestive leads, 
however, as to what might come out of 
a comprehensive study of this kind. It 
was found, for example, that women 
are much more strongly motivated by 
the actor or actress than are men, who 
tend to select pictures on the basis of 
title. Also, it was discovered that titles, 
themes, settings, music, or the theatre 
where the picture was shown had little 
or nothing to do with selection. 

There have been many other specific 
and highly specialized studies made by 
psychologists and educators concerned 
primarily with how motion pictures in- 
fluence children. But this brief review 
suffices to show the nature of the tech- 
niques, and to suggest that many of 
them would be applicable to the study 
of commercial films, where the emphasis 
would be enlarged to include not only 
what the reactions of the audience are, 
but also what it is in the film that brings 
them about. In fact, many of these 
techniques have been combined and 
elaborated in the Bureau of Applied 
Social Research and are now being ap- 
plied to studies not only of films but 
also of radio programs and printed ma- 
terials as well. 


% Unpublished study, on file, Bureau of Applied 
Social Research, Columbia University. 
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DO WE NEED A “BUREAU OF STANDARDS” FOR STATISTICS?* 


ceeencues in marketing appreciate 
the value of statistics and also real- 
ize that some statistics conform to high 
standards of reliability and objectivity, 
while other statistics are notably defi- 
cient. It has, therefore, occurred to many 
that some cooperative procedure might 
be worked out to improve statistics and 
let everybody know which statistics con- 
form to acceptable standards. 

A review of well-known cases of un- 
sound statistics shows that their defects 
fall into a limited number of classes—un- 
certain sponsorship, vague or incorrect 
terminology, reliance on formal statisti- 
cal techniques without full analysis of 
the characteristics of the actual situation, 
use of over-all totals and averages which 
misrepresent the real character of widely 
divergent particular cases, and incorrect 
use of sampling procedures. 

Sometimes a vigorous argument is 
made in favor of unsound statistics on 
the ground that they are effective in sell- 
ing more insurance or accomplishing 
some other supposedly desirable aim. 
Against this attitude I suggest that the 
question is ethical or moral. Does a 
good end justify any means? Is the 
truth mighty and destined to prevail 
to the confusion of those who try to by- 
pass it? Is one’s heart being in the right 
place an automatic passport to the sta- 
tistical heaven? Is intellectual integrity 
worthwhile? My answer is that deliber- 
ate departure from accuracy, even for a 


* Based on a talk before the New York Chapter of 
the American Marketing Association. 


good end, is a statistical sin of the first 
magnitude. 

To overcome the defects of statistics 
as now published and used, there might 
be established a “bureau of standards” 
for statistics, or some other standardiz- 
ing procedures might be devised and 
adopted. Some of the requirements to be 
met are as follows: 

1. Since Government agencies and of- 
ficials would sometimes be questioned, 
no Government agency could take care 
of the whole field. 

2. Since the types of problem are so 
varied and numerous, no single small 
organization could handle the whole job. 

3. Typical tasks to be taken care of: 

(a) Providing a tribunal to ve 
decisions on controversial i 
sues. 

(b) Securing agreement on what 
are the requirements of sound 
statistical practice as applied in 
various fields. 

(c) Certifying as to the soundness 
of the general statistical pro- 
cedures of trade associations 
and other non-governmental 
statistical organizations. This 
task was suggested in a paper 
read to the American Statis- 
tical Association in 1935 by 
Stephen du Brul, of the Gen- 
eral Motors Corporation, who 
suggested that the then exist- 
ing Central Statistical Board be 
the certifying agency. 

It would be best not to rely on a single 
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agency, but to develop the functions of 
certain existing organizations, add a new 
organization or two for particular tasks, 
and above all, hope for development of 
the statistical zeal and statistical con- 
sciences of many individuals. 

So far as Government statistics are con 
cerned, the function of the Division of 
Statistical Standards of the Bureau of 
the Budget meets some of these needs, 
but the Division needs support to be- 
come more effective in the entire range 
suggested by the Act establishing the 
Bureau. 

Referring to the broader problems, 
including both private objections to Gov- 
ernment figures and the review of non- 
governmental as well as governmental 
figures, proposals have been made to the 
American Statistical Association to es- 
tablish a Committee on Statistical Stand- 
ards, or at least adopta policy of appoint- 
ing ad hoc committees as disputed ques- 
tions arise. Asa practical matter, there are 
serious difficulties on controversial ques- 
tions of finding competent people will- 
ing to devote time to such an enterprise. 

The function of securing agreement on 
sound statistical methods is already in 
the hands of the American Statistical 
Association, and, in particular subject 
matter fields, in the hands of organiza- 
tions like the American Standards Associ- 
ation and the American Marketing Asso- 
ciation. Perhaps more could be done in 
getting formal approval of methods by 
committees or entire associations rather 
than relying, as at present, on articles in 
the official journals and on discussions at 
annual meetings. 


The function of certifying trade asso- 
Ciations and similar organizations should 
be assigned to one or more non-gov- 
ernmental agencies created for that 
purpose. It would not be best to ex- 
pect this statistical certifying agency to 
be called a “‘bureau of standards” nor 
to attempt the other functions previ- 
ously discussed. The agency might well 
be established by cooperative action 
of the Division of Statistical Standards, 
the American Statistical Association, 
and other interested organizations and 
groups. 

So far as organizations go, then, the 
gradual experimental kind of progress is 
the mode of operation here advocated. 
All things considered, it would seem that 
in the main we shall have to rely a good 
deal on the development of individual 
and group consciences enforcing a high 
resolve to create no phony statistics, to 
refuse to circulate any phony statistics, 
to discuss with offenders the nature of 
what they are doing, and to try to per- 
suade them to lead better lives statisti- 
cally. 

To summarize, statistics need to be 
standardized. The need includes a tribu- 
nal to decide controversial issues, a more 
specific formulation of statistical stand- 
ards, and one or more agencies to certify 
that certain organizations that pre- 
pare statistics do a satisfactory job. 
Above all, better statistics depend to a 
great extent on more sensitive individual 
consciences and more statistical zeal. 

R. W. BurcEss 
Western Electric Company 
New York City 


THE IMPORTANCE OF SALESPEOPLE IN 
READY-TO-WEAR STORES 


y Is oBvious that by increasing sales 
and decreasing costs and expenses, a 


firm’s profit margin will increase. It has 
been our experience that the saleswoman 
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is the most important factor in influenc- 
ing increased sales and decreased mer- 
chandise costs and expenses. 


INCREASING SALES 


Increase in dollar sales is achieved by 
the saleswoman in three basic ways. 

1. By selling a large proportion of the 
customers with whom she comes in contact 

A very substantial portion of women 
customers enter a store, spend quite a 
period of time, and leave without mak- 
ing a purchase. The saleswomen, and 
frequently the management, rationalize 
this loss of sales by deciding that the 
customer was “just shopping.” But in 
most cases the same customer, if she 
were in the hands of a good saleswoman, 
would have been converted from a shop- 
per into a buyer. 

In many of the medium to larger stores, 
the stocks are so large that a customer 
may only see a small part of the mer- 
chandise. If, in the first few minutes she 
has seen no dresses she likes, either she 
or the saleswoman will tire of the trans- 
action and the customer will look else- 
where. This is sometimes caused by lack 
of knowledge of merchandise on the part 
of the saleswoman or by inability to close 
a sale. Frequently, the loss of a customer 
may be attributed simply to a lack of in- 
terest or courtesy on the part of the sales- 
woman. 

Actually, if a customer were looking 
for a dress between $29.95 and $50.00 at 
Saks Fifth Avenue, Best & Company, 
Lord & Taylor, Bonwit Teller, or Jane 
Engel, it is a certainty that she could 
find exactly what she wants at any one of 
these stores, not to mention many others 
in the city. Yet, every day, customers 
walk in and out of those stores without 
having made the purchase they sought. 
From a merchandise point of view, we 
know that the stocks of all those stores 
are more than adequate and that the sale 


was lost because the customer was not 
properly shown what she was seeking. 
The wonderful advertising, the attrac- 
tive fixtures, and genius in merchandis- 
ing have all gone to naught because the 
saleswoman has failed to perform her job. 

2. By selling more merchandise to each 
customer through intelligent suggestive 
selling 

While high pressure sales methods 
have no place in any first class store, 
suggestive selling is of importance both 
to the store and to the customer. For ex- 
ample, if a customer were to go into a 
store and ask to see a tailored wool dress 
and the saleswoman found just the dress 
the customer wanted, the transaction 
would be completed and the customer 
apparently satisfied. A week later the 
customer stops in a different store to 
purchase some shoes. In the window 
she sees an attractive dinner dress and 
remembers that she will soon need one. 
She visits the dress department and is 
sold not only a dinner dress, but a crepe 
afternoon dress as well. Her next buying 
trip will undoubtedly take her back to 
the latter store. 

The saleswoman in the first-mentioned 
store, by not suggesting additional mer- 
chandise in an intelligent manner, not 
only lost the opportunity of increasing 
her sales but probably lost a customer 
for her store. 

3. By establishing and building a high 
plane of public relations between the store 
and its regular, as well as its potential, 
customers 

The saleswoman who is cognizant of 
the fact that her success with each cus- 
tomer is of mutual benefit to her and to 
the store, continuously strives to make 
a most favorable impression. She is ob- 
viously proud of her merchandise, as 
well as eager to serve the customer. She 
has the sustained enthusiastic interest 
and air of confidence which impress 
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the customer with the store’s desire to 
satisfy. 

Look at the problem in the light of 
your own experiences. Try to analyze 
why your friends make purchases in one 
store instead of another carrying com- 
parable merchandise. The answer is usual- 
ly that they like store A better than store 
B because of the attitude of the store. 
Actually, they mean the manner in which 
they are handled by the salespeople with 
whom they came into contact, rather 
than an intangible something called a 
store. 


DECREASING Cost AND EXPENSES 


Mark-downs have the effect of in- 
creasing the cost of merchandise sold. A 
study of the mark-downs in our stores 
has indicated a very definite correlation 
between sales efficiency and mark-down 
rate. 

Suppose that a store has 1,000 dresses 
in stock. During the month, 1,000 cus- 
tomers each buy one dress, and if the 
stock is replaced as sold, the stock will 
have turned once during the month. If 
the sales woman had averaged a dress 
and a half per customer, or three dresses 
to every two customers, then the stock 
would have been turned at the rate of 18 
times a year instead of 12. The result, 
among other things, would be a sub- 
stantial decrease in mark-downs. 

A large part of the expenses in a store 
is more or less fixed in nature, and if the 
productivity of each saleswoman is in- 
creased, a sharp drop in expense per- 
centages results. For example, in one of 
our stores we have ten saleswomen 
who produce a total of approximately 
$500,000 in sales. There are ten 
other girls whose total sales amount to 
$350,000. Rent, administrative expenses, 
and other indirect costs would not vary 
appreciably if the second group’s sales 
could be made to equal the first. The prof- 


it, before taxes on the $850,000 sales was 
$75,000. If the additional volume had 
been reached, about $40,000 more prof- 
it would have been earned. 


THE ACHIEVEMENT OF HIGH 
SALEs EFFICIENCY 


The first step in achieving high sales 
efficiency is the recognition on the part 
of the management that a retail store is 
a sales organization. With the possible 
exception of the advertising manager, 
the key executives in a store are funda- 
mentally buyers and accountants (if 
their salaries are large, they are called 
merchandise men and comptrollers). 
There should be a sales executive in each 
store responsible for the selection and 
training of sales personnel. Each large de- 
partment should havea sales head direct- 
ly responsible to the chief sales executive 
in the same manner that buyers are re- 
sponsible to the merchandise manager. 

The second step is the recognition that 
the salesperson is one of the most impor- 
tant employees in the organization. After 
all, the only direct contact the manage- 
ment has with the public is through the 
sales personnel. The one exception is 
“customer complaints” which, for the 
most part, are badly handled through a 
non-selling adjustment manager. 

The third step is theselection and train- 
ing of the salesforce. The salesperson 
must not be made to feel that she is the 
lowest rung of a ladder in the store organ- 
ization. Selling should be a career for 
those fitted for the job. This can never 
be true unless the position has a certain 
amount of dignity and is accompanied by 
an incentive plan whereby the salesper- 
son Can earn an income in proportion to 
her productivity. 

Strange as it may seem, most stores 
pay the highest rate to the poorest sales- 
people and lowest rate to the good pro- 
ducers. However, management phrases 
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it somewhat differently. They say, ““Miss 
Jones is our best salesgirl, she costs us 
24 per cent on her sales; Miss Smith is 
not very good, she costs us 7 per cent.” 
Really, the store is paying Miss Smith, 
the inefficient saleswoman, at a high rate 
and Miss Jones at a low rate. This differ- 
ence in attitude on the part of manage- 
ment is the key to building a sales organ- 
ization! 

The training of the sales force should 
be handled on an individual basis. Group 


talks are important in disseminating 
style information or indoctrinating the 
sales staff relative to store policy. But 
the improvement of an individual’s sales 
techniques can best be accomplished by 
thedepartment salesmanager or the train- 
ing director, who have the opportunity to 
observe the ‘saleswoman i in action and are 
able to offer really constructive help. 

Georce C. ENGEL 
Fane Engel Merchandising Co., Inc. 
New York City 


MARKETING’S PART IN GETTING BACK TO 
SOUND PROSPERITY * 


AD JUDGMENT in overestimating mar- 

ket opportunities, leading to over- 
production, has been a heavy contributor 
to previous boom and bust cycles. Right 
now we are in a period of scarce goods 
which makes it look as though unlimited 
quantities can be sold, at fancy prices. 
Millions of idle workers are making mat- 
ters worse by refusing to produce until 
they get enough money to help force 
prices still higher and make their in- 
comes worth less than before they got 
pay increases. In a few days or weeks 
they will go back to work, the boom will 
begin, and the stage will be all set for 
tremendous production. What can mar- 
keting men do to head off the debacle 
that might follow? Some suggestions 
are the following: 


1. Scale down forecasts of the apparent 
potential market for goods 


Whenever research analyzes how 
many people would like to buy a washing 
machine, amazing totals are found. When 
hundreds of other items are surveyed for 
potential sales, huge pent-up demand is 


* Based on an address before the New York Chapter 
of the American Marketing Association. 


always revealed. Put 50 of these surveys 
together, project them in dollars, and 
you will find that people will tell you 
that they plan to spend several times 
the entire national income. 

We should remember that all goods 
compete with other goods in that they 
all seek the same limited number of dol- 
lars. If an automobile is bought, it lessens 
the opportunity to sell that family a 
radio. 

A number of deflationary factors are 
already apparent. (a) Savings Bonds are 
being redeemed at too fast a rate for 
safety. (b) Hundreds of millions of dol- 
lars are being lost forever in strikers’ 
wages, company earnings, government 
funds paid out in unemployment in- 
surance, refunds of excess profits taxes, 
and private loans or credit given that 
will never be repaid. Also being lost are 
the production and earnings of workers 
and companies who are made idle by 
strikes in other industries. The total 
may run to billions before the battle 
for power is ended. (c) Life insurance 
policy loans in the latter part of 1945 
were up $0 per cent over the same period 
of 1944. (d) Huge sums of money are 
being sent abroad. Many other danger 
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signals are flying; they urge caution in 
estimating future markets. 


2. Work for lower distributing costs 


While our country has always made 
its progress on an economy of heavy 
spending rather than of thrift, every con- 
tribution that marketing people can make 
to cutting out wasteful spending on ad- 
vertising and selling isa step toward more 
goods that consumers can buy for their 
dollars. That is our job; no one else can 
do it as well, and it will do much toward 
easing the unrest over low purchasing 
power of the dollar. 


3. Actively oppose the trend toward na- 
tionalization of industry 


By facts and figures, it can be demon- 
strated that the competitive system of 
business can deliver more and better 
goods or services than government mo- 
nopoly, dictated by whoever can seize 
the power to rule. 

Big labor leaders are working to im- 
pose on us the British or Russian methods 
of nationalized industry. They have al- 
ready proved that they can dictate to 
the President of the United States and 
to the Mayor of New York City, and 
they feel sure that as their power in- 
creases they can control the entire gov- 
ernment. They will be prevented from 
carrying out their scheme as soon as good 
American working men realize how they 
are being used as pawns in the game. 


4. Counsel against syphoning customers 
up to higher priced goods 


For a brief while, manufacturers can 
make more profit by creating scarcities 
of low and moderate priced merchandise, 
forcing people to buy high priced lines 
that are above what they can afford. 
We must get back to the old formula on 
which this country prospered: making 
high quality merchandise to sell at prices 


that will constantly expand the number 
of customers who can afford to buy. 

Raising wages merely to let workers 
buy exorbitantly priced goods is a game 
that leads up to and over the cliffs of in- 
flation. Cost of living index figures are 
fallacious because people cannot buy the 
basic needs that are included at the index 
prices but are forced to buy substitutes 
at far higher prices, available because 
they are exempt from ceilings. It is time 
for some really smart labor leader to seek 
a common ground where his members and 
the public interest can meet. 


5. Do all possible to raise the standard 
of living 

President Truman believes that wages 
should go up and selling prices go down, 
but he has no clear ideas on how to do it. 
Nothing in his background or that of 
his close advisers gives them competency 
to express anything more than a per- 
sonal opinion. None of the leading labor 
leaders seem to be any more skilled in 
understanding the complex processes 
that control the cost of living. 

Marketing people can do much by us- 
ing their skills and experience. Govern- 
ment can do little more than apply tem- 
porary patches through price and mate- 
rial controls. Passing legislation to curb 
labor or management does not get to the 
heart of the situation. 

The goal can only be accomplished 
through teams of technicians, each well 
qualified in his own phase of the task. 
Many specialized skills have a place on 
the team, for example, designers, engi- 
neers, cost analyzers, metallurgists or 
other experts in materials, production 
methods men, and marketing techni- 
cians who know the psychology of the 
public, all working under the direction 
of management executives who make the 
decisions on which ideas are most deserv- 
ing of financial backing. 
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Marketing men know the formulae for 
improving the standard, and lowering 
the cost, of living. We know that the war 
prosperity was fictitious, being founded 
only on the Government’s unlimited 
ability to go into debt and disregard all 
cost. We know that our country can 
make real progress only by making 
dollars buy more, not by grabbing for 
more dollars. 

Let us apply our specialized skill to our 
share of the task, eliminating every waste 


in distribution cost. Let us count upon 
the good sense of the American public to 
slap down those who seek to rouse the 
unthinking minority with wild theories. 
Then we shall have done our part in 
restoring the country to a sound econ- 
omy based on real wealth, created by 
giving the public more value for what- 
ever amount they can afford to spend. 
Frank R. CouTant 
Fact Finders Associates, Inc. 
New York City 


TEACHING MATERIALS 


the Subcommittee on Visual Educa- 
tion of the A.M.A. Committee on the 
Teaching of Marketing: 


Th. following report is submitted by 


SELECTED Motion PIcTuRES 


Where sizes are not given, motion 
picture films are 16mm. and slide films 
35 mm. Sound and silent films are not 
interchangeable in a projector. Films 
may be secured at a nominal service 
charge from the Film Library, The 
College of the City of New York, 17 
Lexington Avenue, New York 10, New 
York. 


A. General Marketing 
1. Who Pays the Freight? 


A strip film showing the economies 
that may be effected in making freight 
shipments. Silent. (Montgomery Ward 
Training Film.) 


2. Packaging the Bounty of a Nation 


A motion picture showing the 
packaging of several products, and the 
machinery and techniques used in pack- 
aging. Color sequences of the prize win- 
ners in the All-American Package Com- 
petition (Prewar); 45 minutes, sound, 
part color. (Sponsored by Modern Pack- 


aging—may be withdrawn from circula- 
tion.) 


B. Marketing Research 
The Value of Sales Analysis 


A strip film showing the use and im- 
portance of market research. Several 
charts and graphs are reproduced. Silent. 
(Sponsored by McGraw-Hill Publishing 
Co.) 


C. Advertising 
1. Copy Testing 


The technique of copy testing as 
conducted by the Family Circle magazine 
(split run). Students are given the op- 
portunity to judge copy before results 
are given. Excellent teaching device. 
Strip film, sound, color. The Family 
Circle Magazine, New York City. 


2. Four Roses Rings the Bell 


The importance of advertising, value 
of identification through use of brands, 
and the advantages of magazines as an 
advertising medium shown. Strip film, 
silent, color. (Sponsored by Frankfort 
Distilleries.) 


3. The Making of a Magazine 
The method employed, and some of 
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the problems confronted, in the publica- 
tion of magazines. Excellent picture for 
courses in advertising media or ad- 
vertising production; 40 minutes, sound, 
color. (Sponsored by C. T. Dearing Co.) 


4. On the Air 


An interesting presentation of the 
operation of a radio station. Some techni- 
cal aspects of radio are explained. 
Modern Talking Picture Service. About 
30 minutes, sound. 


D. Salesmanship 
1. It’s the Little Things that Count 


A motion picture showing the im- 
portance of the little things that con- 
tribute to getting a hearing, presenting 
an idea, and closing a sale. Salesmanship 
applied to the selling of office appliances; 
30 minutes, sound. 


2. Terry Takes a Tip 


A motion picture showing the prin- 
ciples of selling as they are applied to 
women’s ready-to-wear. Promotion of 
Talon Slide Fasteners; 35 minutes, 
sound. Talon, Inc., 461 Eighth Avenue, 
New York City. 


3. One Man Listens 


A motion picture presentation of 
modern methods of retail selling, mer- 
chandising, and store arrangement; 20 
minutes, sound. (Sponsored by Reming- 
ton Arms.) 


PRINTED MATERIALS 


1. A Reference List on Marketing Text- 
books 


A cross index has been made of the 
chief topics considered in eleven market- 
ing textbooks. Source: American In- 
stitute of Cooperation, Room 460, Drexel 


Building, Independence Square, Phila- 
delphia 6, Pennsylvania. 


2. The Look Book of Appliance Display 


This is a picture and plan book for 
making modern store layouts. Source: 
Westinghouse Electric Corporation, 
Electric Appliance Division, Mansfield, 
Ohio. 


3. Remodeled Main Street, Niles, Michi- 
gan 


The booklet shows the before and 
after conversion of a city block. Explana- 
tions are given for the changes. Source: 
City Planning Department, The Kaw- 
neer Company, Niles, Michigan. 


4. Planned Reproductions 


This pamphlet gives some useful in- 
formation about offset printing. Source: 
James Gray, Inc., 216 East 45th Street, 
New York 17, New York. 


5. Research Services 


This is a catalog showing how a 
“clear vision” can be secured on “Ob- 
scure Dealerdom Activities.”’ Valuable to 
teachers of sales management and adver- 
tising. Source: The Advertising Checking 
Bureau, Inc., 538 South Clark Street, 
Chicago 5, Illinois. 


6. Systemeering, a Guide to Profttable 
Retailing 


A complete system of accounting and 
operating controls for retail stores is 
presented graphically. Source: Landers, 
Frary, & Clark, New Britain, Con- 
necticut. 

GeEorGE Brown 
KENNETH DAMERON 
Date Hovucuton 
WALTER Gaw, Chairman 
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Research in Marketing 


Completed and in Progress 
Editor, RALPH F. BREYER 


Associate Editors: Heten G. Canoyver, E. R. Hawkins, Frep M. Jones 








Research completed and in progress is 
classified in this section under the list of gen- 
eral headings given below. Individual items 
are designated by the number of the general 
class into which they fall and, also, by a serial 
number within the class. 

Readers interested in securing copies of the 
publications mentioned in the following 
pages should address their requests to the re- 
spective publishers.—THE JOURNAL does not 
have copies for sale or distribution. 

Members of the American Marketing As- 
sociation who are engaged in significant 
pieces of marketing research are urged to 
submit items to the Editor of this section. 


List or GENERAL HEADINGS 


1. Advertising 
2. Selling—Personal 


Commodity Studies 


Industrial Marketing 

Marketing Farm Products 

Marketing Minerals 

Marketing Services 

Producers’ Marketing of Consumer 
Goods 

8. Product Analysis 

9. Consumer Studies 

10. Cost of Marketing 

11. Foreign Trade 


WALES 


Functional Marketing 


12. Co-operative Marketing 

13. Credit—Mercantile and Retail 
14. Retailing 

1s. Transportation 

16. Warehousing 

17. Wholesaling 


Government and Marketing 


18. Federal, State, Local Regulation 
19. Taxation 

20. Marketing Theory 

21. Prices and Price Policies 


Statistics 


22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 Radio Families—U. S. A., 1946. (New 
York: Broadcast Measurement Bur- 
eau, Inc., September, 1946. Pp. 150.) 


An estimate of radio families and the ratio 
of radio families to total families in the 
United States, as of January 1, 1946. A 
supplement treats Canadian radio owner- 
ship. (The word family is defined as one or 
more persons living in a single household 
regardless of family relationship.) 

The basic information made available in 
this report is of real value to those interested 
in radio ownership, as can be seen from the 
following selection of its findings: Ninety- 
five and one-fifth per cent of urban families 
own radios as compared with 87.4 per cent 
of rural-nonfarm families, 76.2 per cent of 
rural-farm families, and 90.4 per cent of all 
families in the United States. By states, the 
ratio ranges from 66.2 per cent in Missis- 
sippi to 97.9 per cent in Massachusetts. 
Having 98 per cent or more families owning 
radios are eight metropolitan districts in the 
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New England and Middle Atlantic states, 
and four in the North Central states as com- 
pared with 73.1 per cent and 73.7 per cent 
for Montgomery, Alabama, and Charleston, 
South Carolina, metropolitan districts. 


1.2 How Effective is Transportation Ad- 
vertising? A. W. Lehman, Advertising 
and Selling, August, 1946. 


During the last two and one-half years, 
the Advertising Research Foundation has 
conducted a continuing study of transpor- 
tation advertising under the sponsorship of 
the National Association of Transportation 
Advertising, with the research work done 
by the Alfred Politz organization. 

The results have been published for the 
six studies conducted in Newark, N. J., 
New Haven, Conn., Detroit, Mich., Cleve- 
land, Ohio, Milwaukee, Wis., and St. Louis, 
Mo. A study for Chicago is in process of 
tabulation and studies are planned for San 
Francisco and Oakland, California in Oc- 
tober and for New Orleans, La., in January. 

The average car riding habits of the popu- 
lation 15 years and older for the six cities in 
which studies have been completed, are 
shown in the following table: 


Frequency of Riding on Public Percentage of Total Adult 


Transportation Population in Six Cities 
5 or more round trips per week 40 
2 to 4 round trips per week 24 
I to 4 round trips per month 18 
Non rider 17 


99 


Thus 82 per cent of the population were 
exposed to transportation advertising. Test- 
ing of individual car cards by the controlled 
recognition method both before the showing 
of survey cards and after they had been dis- 
played for 30 days revealed the following 
readership, expressed as percentages of the 
adult population of the cities studied. 


Readership as Percentage of 


Size of Car Card Total Adult Population 
High Average Low 

11X28 inch cards 34 23 4 

11X21 inch cards ” 20 : 


* Not reported 


1.3 What Makes Newspaper Ads Pull. 
Alfred B. Stanford, Advertising and 
Selling, September, 1946. 


The Bureau of Advertising of the Ameri- 
can Newspaper Publishers Association has 
been probing into the information obtained 
by the continuing study of newspaper read- 
ing in an attempt to discover some basic 
principles for attracting larger audiences to 
newspaper ads. For the purpose, it used the 
g02 food advertisements that it had checked 
because these comprised the largest pool of 
national advertisements, had the widest 
interest, and offered the greatest variety of 
advertising techniques. 

As might be expected, it was found that 
there is no substitute for skill and ingenuity 
in the p:eparation of an ad and that the 
make-up of the ad is far more important than 
its size in attracting attention. Average 
reader attention increased regularly with size 
up to 400 lines and then remained constant 
at approximately 14 per cent. However, 
maximum attention of $3 per cent was at- 
tracted by an ad of 131 lines. 

Classification of ads by the product fea- 
tured revealed nothing of value, but classi- 
fication of the ads according to the technique 
of presentation showed significant variations. 
Ads employing “editorial’’ techniques, pat- 
terned after such features as news photos, 
cartoons, and comic strips were found on the 
average to be 249 per cent as effective as con- 
ventional display advertisements in attract- 
ing reader attention. However, within the 
editorial category there are wide differences 
as shown by the following tabulation of the 
performance of all techniques: 


Index of Reader 


Tomatgue Attention** 
*Humor panels 459 
*Aunt Het—Poor Pa (1 column) 393 
*Comic strips 272 
*News photo 177 
Dominant photo 121 
All type 98 
Dominant art 73 
Incidental photo or art 61 
*Sports cartoon 53 
*Continuity panels 49 


* “Editorial” techniques. 
** The average reader attention of all 902 ads is 100. 
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1.4 How an Ad’s Sales Power Compares 
with Its Readership. Danie] Starch, 
Advertising and Selling, July, ad 

See item No. 24.4. 


1.5 Advertising Branded Parts to Con- 
sumers. Neil H. Borden, Harvard 
Business Review, Autumn, 1946. 


The article clearly illustrates the generali- 
zation that success in advertising is very 
much a matter of individual instances. This 
is probably particularly true in cases of 
parts of some integrated consumer good. The 
author points out that it is a difficult job 
to establish brand reputation for fabricated 
parts and materials at the consumer level, 
but it can be done if favorable circumstances 
are combined with good advertising tech- 
nique. 

Among the favorable circumstances are 
significantly new product ideas, sufficient 
differentiation from competing products, 
merchandising to meet a real consumer need, 
and adequate promotional funds. Borden’s 
discussion of the matter is filled with per- 
tinent illustrations, making it of special 
value to the newcomer in the field. 


1.6 Specifications for Commercial Supple- 
mentary Teaching Materials for 
Science. (Washington: National As- 
sociation of Secondary-School Princi- 
pals, 1946. Pp. 61.) 


The report, which was prepared by the 
National Science Teachers Association, is 
restricted to booklets, charts, exhibits, 
models, and pictures pertaining to science 
subjects of a pre-college level. It forms a 
valuable supplement to the monograph 
Commercial Supplementary Teaching Mate- 
rials published by the secondary-school 
principals’ association in 1944 in that it 
makes specific suggestions for the physical 
make-up of materials of this sort put out by 
business concerns. Moreover, it not only 
lists the topics most commonly taught in 
science courses but also gives information as 
to the grade level for which materials on 
each topic should be prepared. 

The last part of the study recommends the 
setting up of competent panels of science 


teachers to consult with business concerns in 
their preparation of such materials. It also 
recommends that a committee be established 
to review all such material and publish such 
reviews for the use of science teachers. 


1.7 The Collier’s Market—A Qualitative 
Survey. (New York: The Crowell- 
Collier Publishing Company, 1946. 
Pp. 48.) 

The Psychological Corporation of Amer- 
ica made this analysis of various character- 
istics of the urban families reached by Col- 
lier’s magazine, including composition of 
household by age, sex, income, education, 
marital status and employment; type and 
size of home; ownership or rental of home; 
stability of residence; number and type of 
household applicances; and automobile own- 
ership. Because it was a qualitative study 
of the Collier’s market no attempt was made 
to determine the number of readers of the 
magazine. 

Eight thousand families located in 125 
representative cities of 2,500 population and 
over were interviewed. The sample was se- 
lected by means of an area sampling method 
which the report terms “block sampling.” 
A complete and interesting description of 
this method is given in the report. From all 
appearance, it succeeds in reducing inter- 
viewer bias to the irreducible minimum for a 
method of selection of sample units that is 
not automatic. 

The results respecting each family charac- 
teristic are expressed as a percentage of the 
total number of families in the sample that 
had received one or more of the last eight 
issues of Collier’s magazine (“Collier Fam- 
ily”) and as a percentage of all families in 
the sample. 


1.8 Life Magazine 


Report No. 8 in the Continuing Studies of 
Magazine Audiences—the first of these 
studies since 1944—has been released. The 
Magazine Audience Group has related the 
regional and state audiences of the three 
major weeklies to retail sales. As a result of 
the new method, Report No. 8 gives geo- 
graphic expression to the close relationship 
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between education, living standards, maga- 
zine reading, and buying power. 


1.9 Advertising Agency Functions and Com- 
pensation. (Chicago: Advertising Age, 
1946. Pp. 24.) 

This comprehensive and thorough study 
of advertising-agency functions and com- 
pensation has probably been put in the hands 
of nearly all members of the American Mar- 
keting Association, so that little more is 
needed here than a recommendation that it 
be read if this has not already been done. 

A few selected excerpts follow: “Agency 
services vary widely among agencies, and 
among those supplied to different clients of 
the same agency.” “Little active controversy 
exists today over the traditional method of 
agency compensation.” “‘Most large agencies, 
and many smaller ones, perform a surpris- 
ingly large number of ‘extra’ or collateral 
services at one time or another usually... 
on a fee or cost-plus basis.’’ They are pro- 
vided free only when cost analysis of the 
account justifies it. “‘... too few top man- 
agement executives understand and appre- 
ciate cost and effort invested in modern 
creative advertising work.” 

Numerous tables summarize the detailed 
findings. 


2. SELLING—PERSONAL 


2.1 Organization Behind the Salesman (pp. 
47). Aids in Training and Selecting 
Salesmen (pp. 40). Principles and 
Practices in Sales Compensation (pp. 
27). Marketing Series Nos. 64, 65, and 
66 respectively. Salesmen’s Traveling 
Expenses: Trends and Methods of 
Control. (New York: American Man- 
agement Association, 1946.) 


These three pamphlets are made up of 
papers presented at the Marketing Confer- 
ence of the American Management Associa- 
tion last year. The first covers such problems 
as Building the Sales Organization, Or- 
ganizing the Sales Manager’s Function, 
Appraisal of Distribution Channels, Building 
and Controlling National Dealer Organiza- 
tion and Doing Export Business. The second 
pamphlet contains the following papers: 


Where Do We Stand in Salesman Selection, 
Visual Aids in Sales Training, and What 
Does Youth Think of Selling as a Career, 
along with a panel discussion on How to 
Run a Sales Conference. The third pamphlet 
embraces three topics: Basic Concepts in 
Compensation of Salesmen and Field Ex- 
ecutives, The Compensation Plan as a 
Means of Increasing Sales Coverage, and A 
Case Story in Compensation. 

Taken together, the three pamphlets offer 
authoritative and up-to-date information 
and counsel on important phases of the sell- 
ing task. One is especially struck with the 
emphasis on “control” that runs through 
them. 

“Salesmen’s Traveling Expenses” is a 
special survey made by the Association at the 
request of a number of its member companies 
who desired information on the trend of 
salesmen’s traveling expenses, by major 
items, and on the effectiveness of various 
methods of checking such expenses. Ninety- 
two concerns responded to the questionnaire, 
and their answers to the various inquiries 
about expenses (including that old ghost 
“entertainment expense’) are set forth in 
this report. 


3. INDUSTRIAL MARKETING 


3-1 Use of Electronic Heating Equipment, 
In the Molded Plastic Products In- 
dustry. (New York: Marketing and 
Research Service, Dun & Bradstreet, 
Inc., September, 1946.) 


An analysis of the present and future 
demand for electronic heating equipment in 
the molded plastic products industry was 
made at the request of a New York manu- 
facturing organization considering produc- 
tion of this equipment. 

The study was conducted by personal in- 
terview of selected manufacturers of molded 
plastic products. In addition to obtaining a 
measure of the potential market for the 
equipment, specific information was ob- 
tained on the performance record of elec- 
tronic heating units now in use: their ad- 
vantages, disadvantages, and technical limi- 
tations. 
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3.2 McGraw-Hill Publishing Company 


A manual entitled Pump Marketing Study 
has been completed and released. The study, 
a result of a field questionnaire and a mail 
questionnaire, covers the types of pumps on 
the market, their uses, buyers, channels of 
distribution, manufacturers’ policies, buying 
influences, and the competitive position of 
the larger manufacturers. 


4. MARKETING FARM PRODUCTS 


4.1 Commodity Exchanges and Free Mar- 
keting. (New York: Institute of Public 
Relations, 1946. Pp. 39.) 


This is a report of an opinion survey on 
commodity exchanges. Questionnaires were 
sent to heads of colleges, deans of agricul- 
tural colleges, deans of schools of business, 
economists, farm association heads, editors 
of farm and trade publications, and chamber 
of commerce directors. Three different ques- 
tionnaires were used. The results of the sur- 
vey show a favorable opinion of commodity 
exchanges. The control of prices was op- 
posed. 


4.2 Department of Agriculture: Production 
and Marketing Administration 


The feasibility of packaging domestic wool 
in a manner similar to the so-called Aus- 
tralian method is being investigated under a 
cooperative arrangement by the Production 
and Marketing Administration with the 
Texas Wool and Mohair Marketing Associ- 
ation and the Texas Agricultural and 
Mechanical College. The project is known as 
the Wool Sorting and Packaging Coopera- 
tive Project. 

For a long time it has been recognized 
that domestic wools are at a serious disad- 
vantage in competition with foreign wools 
because of the inferiority of our wool pack. 
Most foreign wools are carefully graded, 
sorted, skirted, and baled before shipment. 
This provides an opportunity for the buyer 
to purchase just the class and type of wool 
he wants. In buying American wools he must 
have the fleeces sorted and skirted in his own 


plant, which requires a considerable amount 
of labor at high cost. It is felt that the added 
cost of doing this work in the production 
areas will be more than offset by the extra 
price buyers will be willing to pay for the 
wool. 

For this purpose 500,000 pounds of Texas 
wool is being used in this initial cooperative 
experiment. Another 500,000 pounds has 
been authorized for use at some other pro- 
ducing point later on. In addition to proving 
to growers the desirability of putting up 
wools in this manner, as revealed by this 
project, it is felt that the practice, if adopted, 
would greatly aid the sale of wool stocks of 
the Commodity Credit Corporation. 


4-3 University of Illinois 


4.3.1 Dairying and Dairy Manufacturing in 
Illinois: An Economic Analysis of Their De- 
velopment is the title of an unpublished 
Ph.D. thesis by R. J. Mutti. In this study a 
comparison of changes in milk production, 
whole milk sales and cream sales, and pro- 
duction of dairy products in Illinois and 
other states is presented, followed by a more 
detailed analysis of changes in milk produc- 
tion, whole milk and cream sales (including 
an analysis of the respective importance of 
each for different size herds) in each county. 

Special attention was centered upon 
changes in dairy product manufacture in the 
various crop-reporting districts of the state, 
and upon the continuity of operation of indi- 
vidual dairy plants in the period 1932 
through 1943. Plants were classified for 
continuity of operation as beginning, con- 
tinuous, discontinued, and intermittent; 
shifts in production among the major dairy 
products were included in the analysis. The 
relationship of changes in population, for- 
age production, and prices of milk, feed and 
livestock prices to changes in milk produc- 
tion were briefly considered. 


4.3.2 An analysis of the distribution of fresh 
fruits and vegetables in rural areas of Illinois 
is in progress. Data were secured from the 
purchase invoices of 12 wholesalers who dis- 
tribute to retail stores in rural areas. 
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8. PRODUCT ANALYSIS 


8.1 How You Can Pre-test the Product and 
the Market for Soft Goods Items. 
Percival and Matilda White, Sales 
Management, July 1, 1946. 


This article explains the chief types of 
research used by manufacturers to head off 
costly mistakes in product design and market 
appraisal. 

Once the market for the new or improved 
product is assured, usually through analysis 
of sales or census data or through a prelim- 
inary market survey, the development of the 
product commonly proceeds along six basic 
steps: 

1. Study of consumer needs by use of a 
preliminary survey. 

2. Critical evaluation of consumers’ needs. 

3. Preparation of samples for testing. 

4. Laboratory testing. 

5. Consumer tests. 

6. Trade surveys. 

Products developed by this procedure not 
only withstand the laboratory tests but also 
the actual use conditions which they will 
have to face when they reach the com- 
petitive market. The greatest stabilizer in 
the soft goods field may well be in the devel- 
opment of items which really fill consumers’ 
needs. 


8.2 Department of Agriculture: Bureau of 
Human Nutrition and Home Eco- 
nomics 


To gain new facts about knitted fabrics 
made from various fibers, scientists of the 
Bureau have conducted tests of samples knit 
from natural and mercerized cotton, wool, 
silk, nylon, and three kinds of rayon. The 
experimental fabrics, which were knit in the 
Bureau’s laboratories, were tested for burst- 
ing strength, resistance to abrasion, ability 
to keep in body warmth, and other physical 
properties important to their durability and 
comfort. 

The nylons ranked highest of all the fabrics 
tested in both bursting strength and resist- 
ance to abrasion—two of the properties 
most important for long wear. In bursting 
strength, silk ranked second, while all the 


cottons tested except those made of mercer- 
ized carded yarns proved stronger than the 
rayons. In resistance to abrasion, cotton 
knit fabrics were second only to nylon. 
Natural cotton showed more resistance than 
mercerized, and combed more than carded. 
Of the rayons, viscose was best and acetate 
poorest in resistance to abrasion. 

The strongest yarn does not always make 
the strongest knit fabric, the tests showed. 
The mercerized cotton yarns studied were 
stronger than the natural, the linen yarn 
stronger than the cotton, the spun acetate 
rayon yarn stronger than the wool. But when 
the knitted fabrics were tested, results were 
just the opposite. 

Cotton knit fabrics ranked next to wool in 
ability to keep in body warmth. Continuous 
filament rayons proved lowest in this qual- 
ity, and might therefore be especially desir- 
able for wear in hot weather. 

Wool absorbed the greatest amount of 
moisture, but absorption took place quite 
slowly. Nylon and acetate rayon absorbed 
the least moisture. Natural cottons were 
more absorbent than mercerized. 


9. CONSUMER STUDIES 


g.1 The Influence of Women on Buying. 
(New York: Hearst Magazines Inc., 
1946. Pp. 26.) 


The percentages of total sales influenced 
by women are presented, by product lines, 
covering over 175 items. Data were compiled 
from previous studies of purchasing and were 
cross-checked by consultation with depart- 
ment store executives, advertising agencies, 
government agencies, women’s clubs, finance 
corporations, retail trade associations, uni- 
versities, and business firms. The percent- 
ages represent, therefore, the composite 
guesses of a large number of persons. 

A weighted average for all lines yields the 
figure of 85 per cent as representing women’s 
influence on total consumer spending. The 
report also indicates that women own much 
of the wealth of the country— 48 per cent 
of the stock of railroad corporations, 40 pet 
cent of the stock of public utilities, 65 per 
cent of the accounts in mutual savings banks, 
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and 40 per cent of the titles to homes. 
The study summarizes briefly the results 
of previous surveys of buying by women. 


9.2 How Women of 18-30 Look at Mer- 
chandise. Burton D. Beck, Advertising 
and Selling, September, 1946. 


Mr. Burton D. Beck, Director of Research, 
Fawcett Publications, announced some re- 
sults of the preliminary tabulation of the first 
“Continuing Study of Women” which his 
company expects to repeat at six month in- 
tervals. Interviews were started in June, 
1946 among 8,000 women comprising a 
stratified sample of the nation’s adult 
women. Mr. Beck presented a picture of the 
average young woman in the 18-30 age 
bracket for contrast with the average older 
woman between the ages of 31-65. 

The typical young woman is 24 years old, 

married to a man four years older than her- 
self, and has at least one child. The family is 
urban and enjoys an income of $4,200, of 
which the woman personally decided the 
spending of $2,515. 

Beck emphasizes the importance of these 
young women as prospects for advertisers, 
particularly advertisers of new products, 
because they were found to be more alert 
to the existence of new products and more 
willing to try them than were women above 
30. However, unless the study itself has 
shown that women in their thirties have 
attitudes similar to the attitudes of women in 
their sixties, it probably is misleading to 
compare the average attitudes of women 
from 18—30, a class interval of 12 years, with 
the average attitudes of women from 31-65, 
a class interval of 34 years. It may be ques- 
tioned whether the average attitudes of so 
wide a group may be representative of any 
women within the group. 


9.3 What Does the Motorist Expect at His 
Gasoline Service Station? (New York: 
The Hearst Newspapers, 1946. Pp. 
42.) 

Approximately 40 charts and tables show 
the responses of 4,330 car owners in eight 
large cities to an exhaustive list of questions 
on what the motorist expects at his service 


station. The queries relate to products and 
brands, servicing, promotional literature 
(road maps), place of purchase, credit, etc. 
The study, which was done by The Alfred 
Politz Research organization, is based upon 
a random sampling method. 


10. COST OF MARKETING 


10.1 Distribution Costs in Expanding Mar- 
kets. (Washington: Chamber of Com- 
merce of the United States, Septem- 
ber, 1946. Pp. 32.) 

This report reviews briefly the functions of 
distribution and the reasons for increased 
marketing costs, and presents the argument 
that added services and the expansion of 
markets justify higher costs. Comments are 
made on the need for improving and expand- 
ing the following marketing activities: per- 
sonal selling, merchandising, pricing, quality, 
packaging, management, advertising and 
sales promotion, transportation and storage, 
and services. 

The roles of cost accounting and marketing 
research in increasing marketing efficiency 
are mentioned. The report concludes with ob- 
servations on legislation affecting marketing 
costs, and a list of eight points on “‘what 
can be done.” An appendix lists a few of the 
major sources of information on distribution 
cost accounting and marketing research. 


12. COOPERATIVE MARKETING 


12.1 University of Illinois 

An economic analysis of the financial 
records of over 100 farmers’ cooperative 
grain elevators in 1945 is in progress. Data 
were also secured in this survey relating to 
physical facilities for storing grain and 
mixing and grinding feed. 


13. CREDIT—MERCANTILE AND RE- 
TAIL 


13.1 University of Southern California 

Important Steps in Retail Credit Operation, 
by Clyde W. Phelps, is the Official Handbook 
of the National Retail Credit Association 
for use in training juniors in retail credit de- 
partments. In press, to be published early 
in 1947. 
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14. RETAILING 


14.1 Retail Operating Ratios For Men’s 
Furnishing Stores. (New York: 
Marketing and Research Service, 
Dun & Bradstreet, August, 1946.) 


A survey of men’s furnishing stores for 
which 1944 operating ratios were obtained 
revealed that, in general, partnerships and 
individual proprietorships were more profit- 
able than corporations; stcres located in 
cities of less than half a million population 
were more profitable than those in larger 
cities; stores with annual net sales over 
$50,000 were more profitable than smaller 
stores. 

These are a few of the conclusions drawn 
from operating data on 230 stores, reached 
by personal interviews. The stores were dis- 
tributed by geographic region and by city 
size in a pattern designed to approximate 
the national pattern of such stores. Inter- 
viewers were instructed to select independent 
retail establishments rather than chains, and 
to pick stores which specialized in ‘‘furnish- 
ings” (shirts, underwear, hats, etc.) rather 
“clothing”’ (suits, topcoats, overcoats). 

Comparison of survey findings with a 
similar survey conducted in 1939 revealed 
that, in 1944, margins were smaller, ex- 
penses lower, turnover faster, and net profits 
higher. 

Typical 1944 operating statement items, 
shown as percentages of net sales, include 
gross margin, net profit, and a variety of ex- 
pense items. Comparative profit on net sales 
is shown for groups of men’s furnishings 
stores classified by store size, form of or- 
ganization (individual ownership, partner- 
ship, or corporation), credit policy, size of 
city, type of shopping location, and class of 
merchandise handled. 

Copies of this report may be obtained 
without charge from Marketing and Re- 
search Service, Dun & Bradstreet, Inc., 290 
Broadway, New York 8, New York. 


14.2 Departmental Merchandising Results 
In Small Department Stores, 1944 
and 1945. Edgar H. Gault. (Ann 
Arbor: Bureau of Business Research, 


University .of Michigan, July, 1946- 
Pp. 51.) 

The group of stores covered by the report 
are not so small any more, having increased 
their average sales volume from one and a 
quarter million in 1942 to twice that amount 
in 1945. A large part of the increase over 
prewar years was caused by handling rela- 
tively larger amounts of merchandise in the 
higher price ranges. 

Original markup has declined about one 
per cent since 1942 to 39.5 in 1945. Mark- 
downs remain low (4.3 per cent in 1945) and 
are largely offset by cash discounts on pur- 
chases so that gross margin approximates 
original markup figures. Total store expense 
for 1944 and 1945 hovered around 29.5 per 
cent of sales, only 1.5 per cent less than for 
1941 despite the fact that yearly increases in 
sales since the latter date have averaged 14 
per cent. Dr. Gault states that the expense 
figures should have shown more improve- 
ment in view of annual volume increases, al- 
though he explains why the situation does 
not forbode such serious repercussions when 
a buyer’s market returns as might be antic- 
ipated. Net profit before income tax was 
about ten per cent for 1944 and 1945. 

A very helpful set of tables presents the 
selling departments and their percentages in 
order of rank, 1944 and 1945, for various 
operating items, such as percentage of sales 
increases, original markup percentage, m mark- 
down percentage, gross margin percentage, 
stock-turns, etc. 

Part Two of the report contains the usual 
performance data for individual selling de- 
partments that have featured the recent 
issues of this most useful report. 


14.3 Department of Commerce: Office of 
Business Economics 


An analysis of the relationship between 
department store sales for the entire nation 
and for various geographical regions, and 
between sales for particular districts and for 
individual cities within these districts was 
recently completed by the Business Struc- 
ture Division. A summary appeared in the 
October issue of the Survey of Current Busi- 
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ness. This study reveals significant shifts 
over the period since 1929. 

Business men and market analysts can use 
the methods presented in order to secure 
more accurate appraisals of the probabilities 
with regard to the particular markets in 
which they are interested. Although the 
analysis by cities is limited to a few examples, 
the relationships obtained for a number of 
other cities will be available upon request. 


14.4 The Independent Grocer. Special Re- 
port No. 2. (Philadelphia: The Curtis 
Publishing Company and The Na- 
tional Association of Retail Grocers, 
1946. Pp. 50.) 

Among the more interesting subjects cov- 
ered by the second report of the continuing 
study of independent grocers’ operations are: 
stores handling a selected list of commodities, 
many of which are more recent additions to 
the retail grocer’s stock; commodities which 
they plan to stock; stores on a self-service 
and a partial self-service basis; percentage 
of business done on each day of the week; 
use of window display material; local adver- 
tising media used and best days to run ads; 
factors considered most important in select- 
ing brands for promotion; membership in 
buying cooperatives; and store remodeling 
and enlarging plans. 

Returns are broken down by volume of 
sales (1945) and by city size, supported by 
informative and interesting textual analysis, 
as for example, the warning that “when 
thinking of independent retail grocers, we 
cannot think with safety of large-volume 
outlets as being concentrated in metropolitan 
centers.” A statement of the sample size and 
distribution is included in the report. 


14.5 1946’s Trend in Super Markets and 
Self-Service Stores. Robert A. 
Sprague, Advertising and Selling, 
July 1946. 

Everyone knew that self-service was in- 
creasing in grocery stores during the war. 
Now the trend has been measured by Out- 
door Advertising Incorporated in its fourth 
study of super markets and self-service 
stores. It estimates that $9 per cent of retail 


grocery sales in 1946 are made in self-service 
stores as compared with 43 per cent in its 
last prewar survey conducted in 1941. 

Geographic variations in the degree of ac- 
ceptance of self-service are still marked. The 
median ratio of self-service sales to total 
grocery sales in the 694 survey cities ranged 
from 40 per cent for the cities in New Eng- 
land to 85 per cent for cities in California. 
Variations by size of city from the median 
ratio of 60 per cent exist only for cities above 
500,000 (53 per cent) and those less than 
25,000 (65 per cent). 


14.6 New Count of U. S. Retail Outlets. 
(New York: Marketing and Research 
Service, Dun & Bradstreet, Inc., 
October 1946.) 


Life Magazine and Dun & Bradstreet, Inc., 
collaborated on a survey unusual in its scope 
—a count of retail outlets in each of 16 major 
lines of business for every county in the 
United States—the first such comprehensive 
count since the Census of Retail Business was 
taken in 1939. 

The Dun & Bradstreet figures pin-point 
the geographic concentration of retail out- 
lets. They thus make possible comparison of 
recent estimates of retail sales in each county 
with the number of retail outlets in the same 
area. Similarly, estimates can be made of the 
number of magazine readers per store of each 
type, the correlation of readership with vol- 
ume of sales per stores, etc. The survey 
figures show the number of independent 
firms and the number of chain outlets for 
each line and each county. The data are 
also grouped according to Federal Reserve 
Districts. 

Classifications of lines of business conform 
to those used by the Bureau of the Census. 
Counts were obtained for the following types 
of business: grocery and combination; meat; 
general stores (with food); dry goods and de- 
partment stores; apparel; shoes; furniture; 
automotive; filling stations; lumber; hard- 
ware; eating places; drinking places; liquor 
stores; drug; jewelry. 

Life Magazine is issuing the state totals 
for each type of store in a preliminary report. 
A detailed report is planned for a later date. 
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15. TRANSPORTATION 


15.1 Cooperative Livestock Trucking. R. C. 
Ashby. (Urbana: Illinois Agricul- 
tural Experiment Station, AE-2413, 
September, 1946.) 

This report is based on the experience of 
17 organizations engaged in trucking live- 
stock cooperatively in Illinois, Wisconsin, 
and Missouri. The author concludes that: 
(1) cooperative trucking has operated suc- 
cessfully and has paid its way, (2) there is a 
need for more complete and accurate truck 
records, and (3) good management is a neces- 
sity for successful cooperative trucking. Re- 
sults achieved and problems faced by these 
organizations are summarized. 


17. WHOLESALING 


17.1 The Kansas City Wholesale Fruit and 
Vegetable Market. Hugh G. Wales, 
Journal of Business, July, 1946. 

Summarizes the historical development of 
the wholesale fruit and vegetable terminals 
in the Kansas cities. The author clearly 
points out the uneconomic development of 
dual terminal facilities, including the mod- 
ernization of the Kansas City, Missouri, 
market under the Ten Year Improvement 
Plan and the building of the Kansas City, 
Kansas, terminal market, financed substan- 
tially by the Union Pacific Railroad through 
the purchase of $3,000,000 of bonds from 
Kansas City, Kansas. Litigation, designed to 
prevent effective operation of the Kansas 
terminal, is recounted to indicate the inten- 
sity of the inter-city rivalry. 

In the second section, attention is centered 
on the Kansas City, Missouri, market. The 
importance of this city as a distribution 
point is discussed. The author finds two 
major functions: “‘(1) it serves as a center of 
distribution to retailers and consumers in the 
area adjacent to it, and (2) it maintains im- 
portant diversion facilities for the purpose of 
transferring fruits and vegetables arriving 
at the terminal... to central and eastern 
sections of the United States.”” Data are pre- 
sented on total carlot arrivals, unloads and, 
diversions at Kansas City, Missouri, 1926- 
1945. 


The author calls attention, however, to 
the incompleteness of the records which 
obviate thoroughgoing analysis. States of 
origin of the produce shipped to Kansas City, 
Missouri, are recounted largely on an his- 
torical basis, and the increasing importance 
of truck-ins, except for the war period, are 
recognized. Reduction in terminal distribu- 
tion of trucked-in produce is ascribed to the 
rise of large retail distributors, notably the 
chain types of distribution. 

The author concludes that (1) there are 
difficulties in bringing about improvements 
in the services rendered by the terminal 
market in Kansas City, Missouri, (2) that 
the produce terminal problem is the re- 
sponsibility of the two Kansas Cities, (3) that 
it has been impossible to secure the coopera- 
tion not only of local merchants and officials 
but likewise of state officials, a condition 
precluding the development of an interstate 
compact for the establishment of a single 
facility adequate to serve the entire Kansas 
City produce market, and (4) that existing 
federal legislation is not adequate to permit 
administrative officials to work out a satis- 
factory solution. 

The author further concludes that similar 
situations may develop in markets divided 
politically and that federal legislation is pos- 
sible under the commerce powers of the 
Constitution. He suggests legislation under 
which the Secretary of Agriculture would be 
empowered to act under specified conditions, 
the more important of which are: 

1. Secretary of Agriculture could act only 
in case dual facilities would prove 
wasteful. 

2. Secretary’s action would be limited to 
determining the physical location and 
construction of terminal facilities. 

3. Secretary could act only when trade 
involves a considerable amount of 
interstate commerce. 


17.2 The Food Broker. (Washington, D. C.: 
National Food Brokers Association, 

1946. Pp. 14.) 
An address delivered by Mr. J. O. Craw- 
ford of the National Food Brokers Associa- 
tion before the Marketing and Distributing 
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Conference at Oregon State College. The 
substance of the address tends to parallel the 
more detailed treatment given in the booklet 
“How Food Brokers Operate,” published by 
the Association in 1945. 


18. FEDERAL, STATE, LOCAL REGULA- 
TION 


18.1 Institute of Distribution 


A compendium of federal and state laws 
affecting retailers has recently been issued. 
The study has been published as the ninth 
edition of the Retailers Manual of Taxes and 
Regulations. 


18.2 Analysis of Robinson-Patman Deci- 
sions. William H. Leahy. (New York: 
Association of National Advertisers, 
n.d. Pp. 7. Mimeographed.) 


Lists in tabular form very brief summaries 
of the decisions or findings in 4§ cases arising 
under the Robinson-Patman Act, the source 
of the decision also being indicated. A copy of 
the Act is appended. 


18.3 University of Illinois 


A study of federal and state regulations af- 
fecting livestock marketing is in progress. 


21. PRICES AND PRICE POLICIES 


21.1 A Rational System of Agricultural 
Price and Income Controls. Geoffrey 
Shepherd, Fournal of Farm Econom- 
ics, August, 1946. 


“Parity prices are not good bases for agri- 
cultural price or income control... . Parity 
misdirects both the production and the con- 
sumption of farm products.... Parity also 
is unsatisfactory ...as a standard for meas- 
uring the economic status of agriculture.” 

If Shepherd and other agricultural econo- 
mists have their way, parity is out. But they 
still believe something should be done to the 
end that agricultural income may be stabi- 
lized at a level as high as is consistent with 
the welfare of the nation as a whole. They 
disagree as to how best to reach those desir- 
able objectives. 

Shepherd criticizes some of the recent 
counter proposals: modifications of parity, 


as proposed by Waugh; 85 per cent of “pre- 
depression price” for each commodity, as 
suggested by Schultz; relation between per 
capita farm income and national income of 
Norton and Working. Then he suggests that 
realistically it will require different measures 
for different circumstances and products. 

He recommends that direct payments to 
individual farmers be made, when necessary 
to (1) “provide an adequate income for 
farmers each year, as determined by refer- 
ence to objective standards of living, and (2) 
allocate resources properly between agri- 
culture and the rest of the economy, so as to 
equalize marginal returns and thus move the 
proper number of farmers off farms and into 
other pursuits.” 

The author is free to admit some adminis- 
trative difficulties in connection with such a 
flexible program, but he believes it can be 
worked, and at least worked better than any- 
thing so far tried. If it were not that farm 
income control were so thoroughly estab- 
lished as a political fact, one might suggest 
the possible efficacy of a free price system, 
even for agricultural products. 


21.2 Milk Price Differentials in the South- 
east. William J. J. Smith. Yournal of 
Farm Economics, August 1946. 


Another of the many studies of milk prices. 
This product seems particularly adapted to 
price studies, perhaps because it is perishable, 
is considered a ‘“‘necessity,” has become 
“monopolized” in some markets, requires 
governmental regulation of quality, has high 
delivery costs relative to farmer’s income, 
and for various other reasons. 

In the present study it is pointed out that 
the small size of individual producing units, 
the lack of well-organized distributors, and 
the accompanying lack of information con- 
cerning alternative markets has resulted in 
a series of discrete markets and a relatively 
large degree of intermarket price disparity. 


22. GENERAL MARKET STATISTICS 
22.1 Study of the Negro Market. Advertising 
and Selling, September 1946. 


The first national study of the Negro mar- 
ket in the United States is being conducted 
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by the Research Corporation of America 
under the sponsorship of the Interstate 
United Newspapers, Inc., representing 158 
Negro newspapers. Semi-monthly reports of 
findings for each of 30 areas will be issued. 


22.2 Department of Agriculture: Bureau of 
Human Nutrition and Home Eco- 
nomics 


A survey made jointly by the Bureau and 
the University of Tennessee shows how rural 
families in Tennessee adjusted to wartime 
economic conditions. The study includes data 
on the sources and magnitude of family in- 
comes, and expenditures, by income levels, on 
food, housing, etc. It was found that fifty 
per cent of the farm families had wage or 
salary incomes, derived from work on neigh- 
boring farms or nearby towns. 


22.3 Britain’s New Postwar Economic Guide. 
Norman Crump, Yournal of the 
American Statistical Association, 
June, 1946. 

A new official Monthly Digest of Statistics 
relating to Great Britain is now available to 
the public, the first issue having appeared in 
January of this year. It assembles in one 
place the data formerly published by the 
Bank of England, Board of Trade, and the 
Ministry of Labor. Much, but not all, of the 
information is detailed and covers a number 
of past years. 

The publication is prepared by the Central 
Statistical Office, now a regular peacetime 
agency, and offers the best available sum- 
mary of economic data concerning Great 
Britain. 


23. MARKET AREA STUDIES 


23.1 Retail Trade Areas in Illinois, P. D. 
Converse. (Urbana: Bureau of Eco- 
nomic and Business Research, Uni- 
versity of Illinois, Business Studies 
No. 4, 1946. Pp. 31.) 

The substance of Dr. Converse’ various 
studies of retail trade movement are brought 
together here, with some further applications 
of principle and illustrations of method. Part 
One deals with the “Principles of Trade 
Movement” and focuses on types of retail 


centers and areas, the use of the law of retail 
gravitation for defining trade areas, and 
correlation between actual trade movement 
and that predicted by the law of retail gravi- 
tation. Of the numerous supporting exhibits, 
not the least interesting is a good-sized map 
of Illinois depicting the retail trade areas (for 
fashion goods) for all primary and satellite re- 
tail trading centers of the state. 

In previous studies, Dr. Converse com- 
puted estimated purchases of residents of 
Illinois counties and compared them with 
sales of retail stores in the counties to de- 
termine net gain or loss of trade for the 
stores in each county. Very few trade areas 
follow county lines, and it is difficult to apply 
this method to them. Part Two of the report 
shows, however, that if the territory in and 
adjoining a trade area is homogenous, esti- 
mates of income and purchases can be made 
even though boundaries do not coincide with 
county lines. Figures showing the estimated 
purchases of residents and sales of local 
retailers for several towns in I]linois are given 
in this section of the report. 


23.2 Miami: Economic Pattern of a Resort 
Area. R. P. Wolff. (Coral Gables, 
Florida: University of Miami, 1945. 
Pp. 172.) 

South Florida’s resources, the tourist trade, 
retailing and wholesaling, industries, real 
estate and income structure. Estimates of the 
number of tourists, and tourist days and 
expenditures are given. 

While the processes of decentralization 
have created secondary trade centers, these 
developments have been overshadowed by 
the growing stream of commerce flowing into 
Miami from the 7 counties of the eastern 
part of South Florida which constitute its 
trade area. Air transportation is expected to 
help expand the trade area for Miami whole- 
salers. Moreover, “considerable expansion of 
wholesale markets in the industrial field may 
be anticipated.” Its location near the south- 
ern tip of Florida, with its consequent long 
freight hauls and higher freight costs have 
hampered the development of industries in 
the Miami area, although, according to the 
author, few industries have been barred from 
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the area by transit cost alone. 

This resort area has some unique features 
in its income structure, not the only one 
being the relatively high share of total in- 
come accounted for by rental payments. 
Income data, as well as many other forms of 
statistics, are presented in the 48 tables of 
figures that support the text. 


23.3 Buying Habits of Negro Families in 


Pittsburgh’s Courierville. (Pitts- 
burgh: The Pittsburgh Courier, 1946. 
Pp. 53-) 


Brand preferences of negro families in 
Allegheny County, Pa., and where they buy 
these brands. For 15 important grocery 
items, the retailers who constitute the five 
most important sources for these items, and 
the order of their importance, show next to 
no variation from item to item. In fact, even 
the percentage of total mentions for each of 
these sources remains remarkably stable 
except in the case of bread and carbonated 
beverages, for which items the leaders get 
percentages much smaller than usual. For 
five alcoholic beverages, and for cigarettes, 
the proportions of the families which buy the 
product and their brand preferences are 
given. 

The percentage of families planning to buy 
mechanical refrigerators (56 per cent), elec- 
tric washers ($9.2 per cent), ranges (46.6 per 
cent) and radios (60.7 per cent), and the 
indicated volume of sales for the 27,000 
negro families in Allegheny County, under- 
score the large pent-up demand for these 
durables. The brands now owned, expressed 
as a percentage of total, when contrasted 
with the brands which the survey families 
plan to purchase, similarly expressed show 
considerable difference for certain brands and 
indicate further that from 30 per cent (elec- 
tric washers) to 52 per cent (ranges) of the 
“planners” are as yet undecided as to brand. 
Much the same situation holds for “point 
of purchase” (supplier), although the inde- 
cision is even greater. 

It is interesting to see that Buick ties 
Ford for first place in car ownership. Esso, 
Gulf, and American rank in that order as 
brands of gasoline usually bought. 


The study, which was made by Sullivan- 
Rayhawk of Pittsburgh, is based on a cross- 
section sample of 600 families living in 
Allegheny County, Pa. Although half were 
interviewed by white interviewers and half 
by negroes, no significant differences in the 
returns of the two groups of interviewers 
were found. 


23.4 1946 Consumer Analysis of the Phila- 
delphia Market. (Philadelphia: The 
Evening Bulletin, 1946. Pp. 142.) Con- 
sumer Analysis of the Indianapolis 
Metropolitan Market. (Indianapolis: 
The Indianapolis Star, 1946. Pp. 
142.) 

Two valuable additions to the growing 
“metropolitan consumer analysis” section of 
marketing literature. Both studies afford ex- 
haustive information on brand preference, 
dealer distribution and consumer buying 
habits of their respective market areas, which 
in the case of the Evening Bulletin’s analysis 
is confined to the city limits. 

Since these surveys, like the Greater 
Omaha analysis, follow the pattern set by the 
Milwaukee Fournal study, we should now be 
able to make some interesting comparisons 
for four large, densely-populated urban areas, 


with a fifth (Seattle) soon to be added. 


24. RESEARCH TECHNIQUE 


24.1 Problems and Methods of the Sample 
Survey of Business. Morris H. 
Hansen, William N. Hurwitz, and 
Margaret Gurney, Yournal of the 
American Statistical Association, July 
1946. 

Deals primarily with the rationale behind 

a forthcoming survey of retail stores by the 

Bureau of the Census. This census will be 

designed to provide ‘‘(1) reliable national 

estimates of total retail sales and of month 
to month changes in sales, by kind of busi- 
ness; and (2) similar figures with somewhat 
less precision for individual] large cities, and 
subsequently, for regions and individual 
states.” 

Two primary criteria are postulated: The 
sample is to be as accurate per dollar spent as 








302 


THE JOURNAL OF MARKETING 





possible, and the reliability of the sample 
must be measurable. 

Some of the major conclusions reached 
after the examination of statistical and prac- 
tical facts are that: (1) stores can best be 
sampled if they are grouped into (a) large 
store list, and (b) all others; (2) 100 per cent 
coverage of the very large stores, 20 per cent 
coverage of the medium large stores and 2 
per cent coverage of the other stores will 
provide an optimum sample for estimating 
sales, since this will result in returns in pro- 
portion to sales by the listed os. the unlisted 
stores; (3) greatest accuracy per dollar spent 
will result from a utilization of the existing 
staff now used to report on the labor force 
from 68 areas in spite of the somewhat poorer 
sample of retail trade territory and in spite 
of the fact that a non-clustered sample of a 
given size is more accurate than a clustered 
sample; (4) mailed questionnaires, with per- 
sonal follow-up designed to reach all non- 
respondents “within a few months,” is the 
most accurate method of collecting informa- 
tion consistent with economy. 

Numerous minor points are touched on 
and several statistical formulas given which 
may be of value in less ambitious efforts to 
sample business data. 


24.2 How to Determine the Size of a Survey 
Sample. R. H. Colley, Printers’ Ink, 
September 6, 1946. 


Mr. Colley first presents a mental rule for 
approximate estimates of sample size, which 
is a short cut for arriving at the same results 
as the standard deviation formula or chi- 
square test, although it has limited applica- 
tions. The rule states that to determine the 
sample size that will insure accuracy of be- 
tween 2 per cent (reasonably sure) and 3 per 
cent (practically certain) plus or minus, 
multiply the per cent of affirmative replies 
by per cent of negative replies for the par- 
ticular questions being studied. 

If you are satisfied with double the range 
of error (between 4 per cent and 6 per cent) 
the sample can be reduced to one-fourth. 
Conversely, to increase accuracy two-fold 
(between 1 per cent and 14 per cent) the 
sample must be increased four-fold. 


The remainder of the article describes the 
operation of the author’s newly devised 
pocket calculator for determining sample 
size. It is available from A. S. Bennett As- 
sociates, 93 Park Ave., New York City, for 
$2.00—the actual cost of printing it. 


24.3 Respondent Pre-Selection. (Philadel- 
phia: The Curtis Publishing Com- 
pany, August, 1946. Pp. 15.) 

This report is number one of a technical 
series on statistical methods in market re- 
search. It describes a statistical process for 
reducing interviewer bias in market surveys. 

In choosing persons to be interviewed, 
there are two parts to the problem, viz., the 
initial selection of respondents, and the selec- 
tion of substitutes. This paper deals only 
with the part of the problem concerning the 
initial selection. The primary purpose of the 
study is to show how to select a sample area 
and then how to calculate what proportion of 
respondents should be taken in that sample 
area. 


24.4 How an Ad’s Sales Power Compares 
with Its Readership. Daniel Starch, 
Advertising and Selling, July, 1946. 


Dr. Starch explains the method that he 
started using on July 1, 1944 to measure the 
selling power of magazine ads as well as their 
attention value and readability. At the close 
of the interview, after the magazine has been 
laid aside, ‘‘a list of products frequently 
purchased and advertised in that issue is 
produced and two questions are asked: ‘Do 
you use (product mentioned by brand name) 
at the present time?’ and ‘If so, when did you 
last buy it?’ ” The answers to these questions 
are correlated with the answers to the read- 
ing of specific ads. 

The number of people who bought because 
they read the ad were determined by sub- 
tracting three sub-groups of purchasers from 
the total number who reported that they 
both read the ad and bought the product. 
The first sub-group eliminated are those who 
would have purchased anyway. Their number 
is estimated by finding the percentage of 
persons reading the magazine who reported 
that they bought the product but did not 
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read the advertisement for it. Next to be 
eliminated are those who read the ad because 
they are users of the product. This is esti- 
mated by figuring the percentage of readers 
among users and percentage of readers 
among non-users. The remaining number of 
reader-purchasers is reduced by the propor- 
tion in which user-readers exceed non-user- 
readers. Finally, this remainder is reduced by 
those who were influenced to buy for other 
causes. The method of estimating this group 
was not explained in detail. 


24.5 A Report from the Market Research 
Committee of the Newspaper Ad- 
vertising Executives Association on 
their Study of the Subject of Con- 
sumer Market Research as Spon- 
sored by Newspapers. (n.d. Pp. 48.) 


In spite of the lengthy title, this report 
contains some valuable information for any 
one interested in the techniques of marketing 
research. The report summarizes the results 
of 293 questionnaires. The respondents were 
newspapers, advertising agencies, national 
advertisers, and retailers. 

Section I presents the answers to questions 
of what todo and how to conduct a consumer 
market study. Section II indicates what 
questions should be asked and what subjects 
should be covered. 


24.6 The Dartnell Corporation 


A questionnaire survey is in progress on 
sources of market research information. It is 
planned that a directory will be issued listing 
the sources of studies of a statistical nature 
on market areas and continuing studies of 
marketing problems. 


24.7 Department of Agriculture: Production 
and Marketing Administration 


The Research and Marketing Service Act of 
1946, approved August 14, 1946, commonly 
known as the Flannagan-Hope Act, increases 
the authority of the Department of Agri- 
culture to perform scientific, experimental, 
and marketing research. 

Title I broadens the authority under the 
Bankhead-Jones Act, approved June 29, 
1935, by providing for additional research on 


farm problems, with virtually unlimited 
scope, and especially on new types of farm 
problems. It also authorizes research to 
encourage the discovery, introduction, and 
breeding of new and useful agricultural crops, 
plants, and animals, both foreign and native. 
Particular emphasis is placed on those crops 
and plants which may be adapted to utiliza- 
tion in chemical and manufacturing indus- 
tries. 

In addition, the Act provides for grants to 
State agricultural experiment stations for re- 
search on State and regional problems and 
authorizes cooperative research projects on 
regional and national problems. The main 
new method authorized is the authority 
given to the Secretary of Agriculture to enter 
into contracts with public or private organi- 
zations or individuals to achieve results 
more effectively, at lower cost, or more 
rapidly. 

Agricultural marketing research is given 
new life by Title II, which is cited as the 
“Agricultural Marketing Act of 1946.” The 
purposes are to improve marketing methods 
and facilities, reduce distribution costs, nar- 
row the price spread between producer and 
consumer, improve dietary and nutritional 
standards, develop new and wider markets, 
and generally, dispose of full farm produc- 
tion usefully, economically, profitably, and 
in an orderly manner. 

The Act authorizes research on a coopera- 
tive basis with other branches of the Govern- 
ment, State agencies, trade associations, 
private organizations, and individuals. Con- 
tracts and agreements are authorized as in 
the case of utilization research, but maxi- 
mum use is first to be made by existing 
Federal and State research facilities. Author- 
ity is granted to match funds allotted by 
State Departments of Agriculture, State 
bureaus and departments of markets, experi- 
ment stations, and other State agencies, but 
duplication or overlapping of research is 
prohibited. 

The Act authorizes the Secretary of Agri- 
culture to transfer and consolidate the 
marketing research service and regulatory 
activities of the Department to improve 
the marketing and distribution of agricul- 
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tural products and develop a sound market- 
ing system. 

A national advisory committee is to be 
established by the Secretary to consult with 
him, to make recommendations regarding re- 
search and service work, and to assist in 
obtaining the cooperation of producers, farm 
organizations, industry groups, and govern- 
mental bodies. The committee, broadly 
representative of all farm segments, must 
meet at least once each year, and an execu- 
tive committee, once each quarter. 

Funds were not appropriated by the 79th 
Congress, so new research under this legisla- 
tion cannot begin until there is opportunity 
for the appropriation of the funds authorized. 
The act authorizes the following new amounts 
for the current fiscal year: 


Marketing research and service $2, 500,000 
Utilization research 3,000,000 
Cooperative research with State Experi- 

ment Stations and other agencies 1, 500,000 
Payments to State Experiment Stations 2,500,000 


These authorizations are doubled for the 
fiscal year 1948. The term “agricultural 
products” is defined to include processed and 
manufactured products of all commodities 
raised or produced on farms. 


24.8 How Good is Marketing Research? 
F. L. Thomsen, Harvard Business 
Review, Summer, 1946. 


This is a thought-provoking, critical re- 
view of what has and what has not been done 
in market research. The author lists four 
fields in which he believes good work has 
been done: analysis of markets, analysis of 
general business conditions, analysis of con- 
sumer preferences, and study of statistics 
useful in public relations. 

He feels that at least two fields have been 
less adequately covered. These are determi- 
nation of price policy, and study of ways to 
reduce costs of distribution. He believes that 
the causes of inadequacy stem largely from 
the mania for simplicity, inadequate training 
of workers, and neglect of the experimental 
approach. 

Perhaps even more serious than inade- 
quacy of research is the fact that the results 
are not utilized. This, the author believes, 


is because of the fears and conservatism of 
the industrial bureaucracy, the lack of con- 
tinuity, and the insufficient budget allowed 
for research. 

In spite of this and other good articles 
dealing with the value of market research, 
we are still in need of a sound and broad fac- 
tual study of the practical results. Have 
studies of store location, for example, really 
resulted in greater profit to the retailer and, 
if so, is the consumer as well or better served? 
To what extent have studies of market po- 
tentials resulted in less wasteful distribution, 
or to what extent have they merely resulted 
in more conservative sales effort? 


24.9 A Post-Mortem on Transition Predic- 
tions of National Product. L. R. 
Klein, Journal of Political Economy, 
August, 1946. 


This post-mortem was conducted for the 
purpose of finding out why governmental 
economists in the fall of 1945 had under- 
estimated the gross national product for 1946 
and had issued warnings of impending de- 
flation whereas we have found that the gross 
national product has been maintained at 
levels only slightly below 1945 and that “‘we 
are facing one of the greatest inflationary 
pressures that we have ever experienced.” 

Klein attributes the error primarily to an 
underestimate of consumer expenditures on 
nondurable goods, which increased sharply 
following VJ day to a rate that was approxi- 
mately equal to the prewar rate of total con- 
sumer expenditures for durable goods, non- 
durable goods, and consumers’ services. 

He suggests two possible explanations for 
this reaction: (1) Consumers are prepared 
to spend a certain proportion of their income, 
and if certain avenues of expenditure are 
closed (e.g., lack of durable goods), increased 
amounts will be spent for nondurable goods. 
During the fighting stage of the war, con- 
sumer expenditures for nondurable goods 
were held to the prewar rates by rationing. 
(2) The prices of such durable consumers’ 
goods and consumers’ services as are avail- 
able have risen to disproportionate levels 
relative to the prices of nondurable goods, 
and the changed price relationships have en- 
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couraged more spending on nondurable 
goods. 

Klein makes his own estimate of gross 
national product on the basis of a total con- 
sumption function at the prewar relation to 
income and forecasts a national product of 
$190 billion at the end of June 1946. 

Klein goes on to suggest that many of the 
variables used to forecast gross national 
product are now independent estimates, 
whereas they are actually related to histori- 
cal magnitudes. He expresses confidence that 
continued research and experimentation will 
reveal functional relationships which will im- 
prove the forecasting of national production 
to an extent that will make it a reliable guide 
to economic policy. 

The theory and techniques employed by 
Klein follow the Keynesian pattern of eco- 
nomic thinking and as such may not be of 
great interest or value to marketing men. 
However, should improved use of these 
theoretical models begin to yield reliable 
estimates, the results can be converted into 
estimates useful in planning of marketing 
operations. 


25. MARKETS—SPECIFIC PRODUCTS 


25.1 Trends in the Toy Market. (Chicago: 
Snyder Business Research Reports, 
August, 1946. Pp. 21. Processed.) 


Manufactured value (“value of output” 
for the six census years embraced in the 
period 1929-1939 are presented not only for 
the whole toy industry and its two major 
parts, toys and games, and wheel goods, but 
also for nearly 30 individual lines, such as 
dolls, musical toys, toy furniture, children’s 
wagons, velocipedes and tricyles, etc. A fur- 
ther breakdown for the census years 1937 and 
1939 shows the number of units produced for 
some of the items. 

Using these census data as a base, esti- 
mates were computed of the size of the dollar 
volume of demand, the trend of the demand 
for the period 1932-1942, and possible de- 
mand in the 1946-1950 period for 28 indi- 
vidual lines, as well as the entire market and 
its two component parts. 

Briefly, the statistical procedure was to 


raise output values to retail sales values, 
allowing for changes in inventories. Inter- 
polations were then made for the inter-censal 
years to provide a continuous series of 
figures. Consumer purchase trends were esti- 
mated through 1942 with projections for the 
1940-1950 period. Estimates of department 
stores’ total sales of toys, games and wheel 
goods, and percentage of total United States 
sales, are shown for a period of years, as well 
as “‘normal”’ seasonal sales of these stores. 

Aside from the valuable detailed estimates, 
some of the more interesting general findings 
are: 


The trend of consumer demand for toys, games and 
wheel goods is closely related to the trend of the Gross 
National Product, Consumers’ Disposable Income, 
and Population. 

Consumer demand for these goods normally con- 
stitutes slightly more than four-tenths of one per cent 
of all United States consumer expenditures for 
commodities. 


Department stores normally sell about 20 per cent 
of the total supply. 
Continued market expansion may be expected, 
although it will vary considerably among the dif- 
ferent lines according to present estimates. 


25.2 A Special Marketing Study on Cos- 
metics. (New York: Hearst Maga- 
zines Inc., 1946. Pp. 101.) 


Census statistics on the cosmetic industry 
are summarized, together with materials 
from other sources on sales in recent years. 
The market for cosmetics is analyzed by age 
groups, sex, and type. The report includes 
many pages of figures on expenditures for 
national magazine advertising, by individual 
manufacturers and by products, for the years 
1940-1945. 


26. MISCELLANEOUS 


26.1 Some Determinants of the Circulation 
of Information. American Fournal 
of Psychology, July, 1946. 


Empirical data based upon the number of 
obituaries, the length of obituaries, the circu- 
lation of the New York Times and of the 
Chicago Tribune, news items with date-lines 
in the Chicago Tribune, telephone messages 
between cities, and Western Union telegrams 
each vary approximately in direct proportion 
to a statistical unit computed by the author. 
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Earlier investigations indicate that the same 
formula describes the movement of persons 
between cities and the movement of railway 
express in terms of monetary value. 

The author states that, “... the relative 
amount of information exchanged between 
two communities whose populations are P; 
and P, respectively and which are separated 
by the shortest work-distance, D, will be in 
direct proportion to the ratio P,;P,/D for any 
class of information . . . subject to modifica- 
tion... .’’ The amount of information enter- 
ing and leaving a particular city is shown to 
be almost identical, both on theoretical and 
practical grounds. 

Although the probable errors reported are 
rather large, further study concerning the 
conformance of the “‘circulation of publicity” 
and of other marketing information to this 
formula might be worth while. 


26.2 Department of Commerce: Office of 
Business Economics 


In connection with its work on business 
population, the Office of Business Eco- 
nomics is conducting a survey on reasons 
for business failures. The sample consists of 
10,000 firms which have gone out of business. 


26.3 Control of Business Forms. Cyril 
O’Donnell, The Fournal of Business, 
July, 1946. 

Contains helpful suggestions and proce- 
dures for the control and revision of office 
forms. It may be referred to with advantage 
by any organization seeking effective con- 
trol of its operations. 


26.4 Department of Labor: Bureau of Labor 
Statistics 

A study of wartime wages, income and wage 
regulation in agriculture has been published 
as Bureau of Labor Statistics Bulletin No. 
883. Although wages and income were rela- 
tively low before the war, the wartime 
trends indicate that agriculture shared fully 
in the prosperity of the war years. The post- 
war problem of insuring a high level of farm 
wages and income is stressed as depending in 
large part on the maintenance of high levels 
of employment and income in the nonfarm 
sector of the economy. 


Part I traces changes since 1940 in farm 
wages by regions and types of payment. 
Farm wages are also viewed in relation to the 
production expenses of farm operators. Part 
II gives comparative farm and nonfarm 
wages and income and discusses wage con- 
trols in agriculture under the Sugar Act and 
the wartime farm wage stabilization pro- 
gram. 


26.5 United States Department of Agri- 
culture: Bureau of Human Nutrition 
and Home Economics 


The first postwar edition of the Basic 
Seven food guide appears in color in two 
forms—a National Food Guide leaflet, and 
a wall chart. The chart is for display in 
restaurants, classrooms, and for other educa- 
tional purposes. During the war, the Basic 
Seven guide received very large nationwide 
promotional use by advertisers, industry, 
trade, and other groups. Undoubtedly, many 
will be interested in this new version, which 
includes recommendations on quantities of 
foods for daily eating in the various groups. 


26.6 Economic Research and The Keynesian 
Thinking of Our Times. Arthur F. 
Burns. (New York: National Bureau 
of Economic Research, Inc., June, 
1946. Pp. 69.) 

The 26th Annual Report of the Bureau, 
presented on these pages, lists some forth- 
coming publications that should be of con- 
siderable interest to marketing men. Wesley 
C. Mitchell’s substantial essay “What Hap- 
pens During Business Cycles: A Progress 
Report”’ is due for early publication. “Con- 
sumption and Business Cycles, A Case 
Study: Footwear,” shortly to be published, 
will have several chapters on seller-buyer 
relations in this market. The summary study 
of the Bureau’s Consumer Instalment Fi- 
nancing Project is being revised and readied 
for publication. Of interest also are the plans 
of the Conference on Price Research for an 
exploratory study in the field of price admin- 
istration. 

The first part of the Report contains 4 
monograph by Dr. Burns entitled “Economic 
Research and the Keynesian Thinking of 
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Our Times” that will repay reading by 
students of economic research. 


26.7 Current Economic Trends. H. D. 
Wehrly. (Detroit: Nash-Kelvinator 
Corporation, 1946. Pp. 17. Mimeo- 
graphed.) 


A summary of a talk by the author to 
Kelvinator-Leonard Distributors that con- 
tains a number of indices of basic economic 
trends—population, potential buying power, 
income and price relationships, capital per 
worker, purchasing power of an hour’s labor, 
etc. 

A number of these indices, which have 
been assembled from numerous sources, are 
illustrated by 7 by 9 charts that could be 
used by teachers in their classrooms. 


26.8 Fiscal Policy to Fight Inflation. (New 
York: Committee for Economic De- 
velopment, 1946. Pp. 21.) 


The policy recommended by this commit- 
tee to curb inflation includes the following 
seven elements: 

Efforts of management, labor, and govern- 
ment to increase productivity. 

Restraint by individuals, acting singly or 
collectively, in raising prices, wages and 
salaries, in recognition of the common in- 
terest in avoiding a wage-cost-price spiral. 

Restraint by individuals and businesses 
in making deferrable expenditures at the 
present time. 

Restraint by state and local governments 
in making expenditures not urgently needed 
now. 

A monetary policy to help prevent further 
expansion of expendable funds in the hands 
of the public. 

A vigorous campaign on the part of the 
Treasury to sell, and keep sold, Series E and 
F bonds of small denominations. 

A vigorous policy to reduce federal ex- 
penditures and maintain sufficient revenues 
to yield a large excess of receipts over ex- 
penditures in the fiscal year ending June 30, 
1947. 


26.9 The Bureau of Agricultural Economics 
under Fire: A Study in Valuation 


Conflicts. Charles M. Hardin, Youre 
nal of Farm Economics, August, 1946. 


A “must” for everyone interested in the 
growth of political direction and control. 
Space does not permit adequate review here. 
Suffice it to say that one is left with a strong 
impression of the difficulty the BAE finds in 
telling the truth unless that particular truth 
contributes directly to the benefit of farmers. 


26.10 The Dilemma of Liberal Economics. 
M. Bronfenbrenner, The Fournal of 
Political Economy, August, 1946. 

Bronfenbrenner suggests that the hope for 
maintaining full employment under private 
enterprise lies in the development of an eco- 
nomic policy that represents a synthesis of 
the “Keynesian” and the “price flexibility” 
schools of economic thinking, and that the 
penalty for failing to develop such a policy: 
will be the replacement of private enterprise 
by collectivism. The present postwar period 
presents private. enterprise with its last 
chance to achieve stability and full employ- 
ment. 

Bronfenbrenner suggests that these two 
schools of economic thinking are comple- 
mentary rather than antagonistic. For in- 
stance, the Keynesian principle of achieving 
and maintaining full employment through 
monetary expansion will not work if monop- 
oly groups in either management or labor 
succeed in converting the increased monetary 
demand into high prices before full employ- 
ment is reached. Hence, the need to reduce 
the monopoly power and to force down prices 
that are above the levels that can be main- 
tained competitively. 

On the other hand, the price flexibility 
school appears to minimize the danger that, 
once deflation sets in, a vicious spiral will 
develop because business men wait for prices 
to decline still further before making com- 
mitments, whereas the Keynesian school be- 
lieves the spiral effect is inevitable and there- 
fore preaches reflation. 

Similarly for other points, Bronfenbrenner 


_ suggest that the weak points in one school of 


thought can be supported by borrowing from 
the other in a manner that will enable eco- 
nomic theory to provide a pattern for practi- 
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cal economic policy that can steer a safe 
course between the rocks of uncontrolled in- 
flation reared by pure Keynesian policies and 
the shoals of stagnation and unemployment 
deposited by forcible insistence on price 
flexibility. Bronfenbrenner presents neither 
an integrated theory nor a practical policy 
but does provide helpful guide posts. 


26.11 The Public Utility Holding Company 
under Federal Regulation. Ronald 
A. Finlayson. (Chicago: University 
of Chicago Press, Studies in Busi- 
ness Administration, Vol. 16, No. 
3, July, 1946. Pp. 41.) 

Ten years have passed since the Public 
Utility Holding Company Act was enacted. 
The present study is an attempt to assemble 
objective evidence on the operation of the 
Holding Company Act of 1935. 

In his introduction, the author sum- 
marizes the historical experience of public 
utility holding companies prior to their regu- 
lation by the Act of 1935. Chapter II is de- 
voted to summarizing the immediate events 
which resulted in the federal regulation of 
holding companies. For this summary, the 
reports of the Federal Trade Commis- 
sion and of Senate and House Committees 
have been drawn upon liberally. The result 
is a rather concise summary of pertinent 
facts. 

Chapter III is given over to the first ten 
years of federal public utility holding com- 
pany regulation. Comparative data are pre- 
sented from Securities and Exchange Com- 
mission reports contrasting the financial 
structure, operating areas, consolidated as- 
sets, and corporate structure of the more 
important holding companies. 

The effects of the Act upon investments in 
holding company securities are discussed in 
Chapter IV. The instability of holding com- 
pany stock prices since 1935 occupies an im- 
portant place in this discussion. Though not 


continuous, this characteristic dominates the 
period in which investors were uncertain be- 
cause of political agitation for public owner- 
ship of operating utility companies, low 
earnings of holding companies at the incep- 
tion of regulation, and the potential insecur- 
ity of investments incident to conjecture as 
to the possible effects of regulation on the 
holding companies. 

Among the more significant conclusions re- 
sulting from the author’s examination is the 
observation that the interests of investors 
in holding company securities have been in- 
jured, when at all, only to a minor extent by 
regulation under the Public Utility Holding 
Company Act. “Investors have suffered from 
the depreciation of the market values of their 
securities, but this depreciation is to be at- 
tributed primarily to economic forces, such 
as the substantially lowered rate structures 
and the greatly increased tax burden, rather 
than to the effects of the Holding Company 
Act.” 


26.12 A Case Study in International Organi- 
zation. Milton Katz. The Survival of 
Free Enterprise. Paul G. Hoffman. 
Hollywood and International Under- 
standing. Harry L. Hansen. Har- 
vard Business Review, Autumn, 
1946. 

These three articles cannot be classed as 
market research in the ordinary sense of that 
term. They are, however, of great interest in 
their implications concerning markets and 
marketing conditions in the not-too-distant 
future. The success of the Combined Produc- 
tion and Resources Board, the fate of free 
enterprise (whatever that may mean) here 
and elsewhere, and the picture of America 
that is carried abroad by our moving pic- 
tures, will each have a very real influence on 
the world trade of the next several decades. 
The articles are forcefully written by persons 
whose opinions merit attention. 
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VERTICAL COOPERATIVE ADVERTISING, Re- 
port of the Committee on Cooperative 
Advertising. (New York: Association of 
National Advertisers, Inc., 1946. Pp. 80, 
paper. $7.50.) 

Over the years, many authorities have 
attacked the institution of advertising allow- 
ances and some have expressed the opinion 
that they were on the way out; but today the 
ANA Committee concludes that “the return 
of competitive selling... will be followed by 
renewed interest in, and demand for, vertical 
cooperative advertising.” 

The report of this committee is largely in 
the nature of a digest of former studies and 
articles in the field, supplemented by expres- 
sion of opinion pro and con solicited from 
representative members of the ANA. 

The studies chiefly drawn upon are 
Lockley’s Vertical Cooperative Advertising 
(1931); Nordstrom’s, ‘‘Advertising Allow- 
ances” (Fournal of Retailing, 1941); Scott’s 
Advertising Programs for Producers with 
Selected Distribution (1942); and the Federal 
Trade Commission Report on Distribution 
Methods on Costs, Part V (1944). 

The committee makes no independent 
analysis, except to marshall the pros and cons 
in more detail than heretofore attempted. 
But it does devote some 16 pages to an ap- 
proving survey of Scott’s analysis of products 
sold through selected channels, rather than 
through mass markets. 


The committee defines vertical cooperative 
advertising as “the transaction of a single. 
national advertiser acting jointly with his 
distributors, agents, or dealers on a cost- 
sharing or reciprocal basis by mutual agree- 
ment.” This definition, while defective per- 
haps in its limitation to national advertisers, 
is broad enough (in view of the term re- 
ciprocal) to include everything from mention 
of his dealers in a manufacturer’s advertise- 
ment to mention of the manufacturer’s brand 
in the retailer’s advertisement. The report 
deals largely with the controversial arrange- 
ments whereby the manufacturer pays a 
share of the cost incurred by the dealer in 
advertising the manufacturer’s product. 

The report is prepared from the point of 
view of the manufacturer who provides the 
allowances rather than from that of the re- 
tailer or other dealer who receives them. It is 
true that a few pages are devoted to the re- 
tailers’ viewpoint; but most of the informa- 
tion presented on this subject is taken from 
Lockley’s study made some 15 years ago. 
There is no evidence of any recent investiga- 
tion of retailers’ attitudes. 

A spot check by this reviewer of a few of 
the large New York buying offices indicates 
that department store retailers are today 
generally favorable to allowances, par- 
ticularly when retailers act as exclusive 
agents in their respective communities. Late- 
ly, they have even been willing to pay the 
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entire cost of advertising nationally ad- 
vertised brands as a means of obtaining 
larger allotments from desirable resources. 
While this may not be necessary any longer, 
retailers are apparently willing to continue to 
promote the producer’s product so long as he 
will foot part of the bill. 

An interesting side-light reported to this 
reviewer is that manufacturers tend to grant 
allowances to high class stores in order to 
refer to the promotional activities of these 
stores when soliciting business from other 
stores. This smacks of discrimination and 
would seem to violate the legal requirement 
that allowances must be granted on pro- 
portionally equal terms to all customers. 

Although the report presents no summary 
or conclusion, a careful reading tends to the 
conclusion that the manufacturer is war- 
ranted in granting advertising allowances 
under a combination of some of the following 
conditions: 

1. When he sells through selected outlets 

rather than on a mass basis. 

2. When his appropriation is too limited 
to provide a broad and sustained na- 
tional advertising program. 

3. When he is trying to achieve immediate 
sales response rather than to create 
brand preference and prestige. 

4. When his distribution is spotty and na- 
tional advertising consequently is 
wasteful. 

5. When he wishes to reach all income 
groups and both sexes rather than a 
selected market. 

6. When the mark-up allowed the retailer 
is relatively low. 

7. When the group of retailers who con- 
stitute the manufacturer’s chief type of 
outlet are not aggressive advertisers 
and need the stimulantof the allowances. 

In spite of a formidable array of objections 
to cooperative advertising presented in this 
study, this reviewer feels that the report 
might have given more emphasis to a basic 
trend in modern selling of which the allow- 
ance is simply one manifestation. This is the 
trend to help the dealer sell. To argue any 
longer that the seller’s interest ends when 
he gets the order is to urge a step backwards. 


The seller’s interest continues until his 
customers have resold the goods. Any device 
that represents honest assistance to the retail 
buyer is justifiable. 

If helping pay the cost of local advertising 
will lead to a better cooperation between 
buyer and seller that will lessen the cost of 
selling, relative to sales volume, it is to be 
approved. From the seller’s standpoint, the 
great danger is the lack of control, i.e., the 
possibility that the money may not be spent 
for advertising, or, if so spent, may not be 
spent in the best way. There is even danger 
that the retailer will be tempted to spend 
more than the sales potentials warrant; but 
the report under review indicates that this 
problem of control has often been success- 
fully solved. 

From the angle of the retailer, the great 
danger is that the allowances will distort a 
sound merchandising program, that instead 
of acting as the purchasing agent for the 
consumer and thus basing promotions upon 
anticipated customer acceptance, the store 
will promote the goods whose sponsors offer 
the best allowances. But when buyers can 
maintain their balance and buy the right 
goods at the right time (in spite of blandish- 
ments of any sort), the resources soberly 
selected may be best able to maintain their 
position on the key resource list by a policy 
of cooperation in advertising. This should in- 
volve, however, not only the contribution of 
money but also of enthusiasm and ideas. 

It is to be hoped that in the near future 
some manufacturer may be able to test two 
similar products under controlled conditions; 
using his own advertising for one, and, using 
cooperative advertising for the other. Instead 
of depending on armchair reasoning, objec- 
tive evidence might be gathered as to 
whether advertising allowances have any 
bearing upon the cost of distribution. 

Joun W. WinGATE 
College of the City of New York 


EsTABLISHING AND OPERATING A RETAIL 
Bakery, by M. L. Way. (Washington: 
Department of Commerce, Industrial 
Small Business Series No. 29, 1945. Pp. 


176. $.35.) 
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ESTABLISHING AND OPERATING A GROCERY 
Store, by Nelson A. Miller, Harvey W. 
Huegy, and Associates. (Washington: De- 
partment of Commerce, Industrial Small 
Business Series No. 21, 1946. Pp. 375. $.35.) 
These are but two of a series of manuals 

originally prepared for the War Department 

to be used by servicemen seeking basic and 
authoritative advice on starting particular 
businesses, against the time when they would 
be discharged from the armed forces and re- 
turned to civilian life. Past experience has 
shown that one of the principal causes of 
failure of business enterprise, and particu- 
larly small businesses, is a lack of experience 
and know-how on the part of the entrepre- 
neur. While these booklets undertake pri- 
marily to serve as practical guides for the 
man or woman who is thinking of opening 

a bakery or a grocery for the first time, they 

contain many helpful suggestions for those 

already established in business. 

The bakery manual assumes that the 
reader is an experienced worker, and there- 
fore it does not go into the mechanical side 
of the business. In all other respects, how- 
ever, it does a thoroughly competent job of 
pointing out the fine points of good manage- 
ment for a retail bakery and of indicating 
the pitfalls along the way. 

Typical of the thorough coverage of the 
manual is the chapter on the buying and 
storing of baking ingredients, emphasizing 
quality and price considerations and telling 
just what to buy, how much to buy, where 
to buy it, and how to take care of it to pre- 
vent inventory deterioration. Cleanliness is 
particularly emphasized. There are complete 
instructions on how to achieve and maintain 
the maximum in sanitary baking equip- 
ment and attractive store display. The book- 
let includes a comprehensive check list of 
the factors a beginner must consider when 
planning the business, selecting a location, 
and opening his bakery. It includes every- 
thing from examining his own personal 
qualifications to complying with the local 
health ordinances. 

There are 22 chapters in the manual. The 
Opening sections describe the nature of the 
business, investment requirements, the range 


of probable costs and profits, the require- 
ments for success, and matters pertaining 
to selecting a location and acquiring a bak- 
ery. Next are discussed problems of equip- 
ment and layout, with illustrations of model 
layouts for both bake shop and store. Financ- 
ing, credit sources, forms of organization, 
legal requirements, taxes, and insurance are 
discussed in succession, followed by record 
keeping and expense control data with ac- 
companying illustrations of necessary ac- 
counting and financial forms. Then come the 
chapters on buying, storing, and cleanliness. 
Chapters on window display, advertising, 
merchandising, and customer services are 
lengthy and afford helpful hints on how to 
increase profits. There is a chapter on credit 
management and one on how to select and 
train personnel in a fashion calculated to 
build the maximum in good employer- 
employee relationships. A final chapter on 
store growth and development stresses the 
importance of building the business as a 
part of the community enterprise and offers 
some helpful hints on how to guard against 
adversity. 

Altogether, the manual is a well knit com- 
prehensive compilation of sound and practi- 
cal information on starting and operating a 
retail bakery business. In addition, it con- 
tains so many worth while suggestions on 
small business in general as to constitute 
valuable reading for the small business man, 
regardless of his interest in bakeries. 

The grocery manual is similar in character 
in that it seeks to serve as a practical guide 
for the man who is thinking of opening a 
business for the first time. It also endeavors 
to prove helpful to those already in the 
grocery business. But it is more than twice as 
voluminous as the booklet on retail bakeries 
because it covers a wider range of activities, 
including not only dry groceries but fresh 
fruits and vegetables, meats, and such sup- 
plementary lines as bakery and dairy prod- 
ucts, and frozen foods. It, too, has a compre- 
hensive check list of points to be considered 
before starting a store. 

The manual opens with an exposition of 
the retail food business, the various types 
of organizations engaged in food distribution, 
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and an explanation of how they work to- 
gether. There is a discussion of profits and 
costs, the competitive situation, and the out- 
look for a new venture in the business (with 
some mortality statistics to give the beginner 
pause). Next follow chapters on selection of 
location, building, and equipment needs, and 
store layout. There are some excellent illus- 
trations of layout and the types of equipment 
to be used. The financial and legal setup is 
thoroughly discussed as are the steps to take 
in licensing and starting a business. 

A full chapter is devoted to marketing 
channels and sources of supply. Another 
covers buying procedures. Sections on re- 
ceiving and stocking, inventory control, and 
pricing problems are included, as well as a 
detailed explanation of mark-up control. 
There are chapters on good salesmanship, 
advertising and sales promotion, and window 
and interior display. Prospective merchants 
are told how to write their advertisements 
and make their own point-of-purchase dis- 
plays. The special problems of fresh fruit 
and vegetable departments and the mer- 
chandising of meats are discussed in detail, 
but the chapter on “Supplementary Lines” 
is somewhat abbreviated, particularly in 
the matter of how to handle frozen foods. 
This appears an unfortunate omission, in 
view of the rising importance of frozen food 
sales in grocery stores. 

Remaining chapters of the manual deal 
with the selection and training of personnel, 
business records, credit management, finan- 
cial statements, necessary tax records, and 
development growth. Each of these is quite 
thorough in its coverage In the matter of tax 
records, the manual is thoroughly up to date 
in explaining social security taxes, with- 
holding taxes, and sales taxes. The final 
chapter contains an interesting and valuable 
standard rating chart, by which the indi- 
vidual grocer can compare his store with 
neighboring stores in the community and 
see just where to improve his performance. 

The Department of Commerce is to be 
commended on the practical service it is 
rendering in publishing these comprehensive 
manuals to assist small business enterprise. 
While but two of the manuals have been 


selected for review here, it should be noted 
that there are others in the series which may 
be of interest to many sOURNAL readers, 
among them manuals covering electrical ap- 
pliance and radio shops, the automobile re- 
pair business, service stations, and beauty 
shops. 
Davin E,. Favi._e 

Stanford University 


Raw-MartTeRIAL ProBLeMs AND POLICIEs, 
by the Economic, Financial and Transit 
Department, League of Nations. (New 
York: Columbia University Press, 1946. 
Pp. 113, $1.00.) 


This brief report is divided into two ap- 
proximately equal parts, the first based on 
a manuscript prepared by Professor Eugene 
Staley and the second prepared by Dr. K. E. 
Knorr of the Institute of International 
Studies, Yale University. Part I is a brief 
description of the nature of the raw ma- 
terials problem in international trade and the 
actions taken by governments in the inter- 
war period 1919 through 1938. The following 
are the major points developed: 

1. The immediate dissolution of wartime 
controls over raw materials allocation 
in spite of Europe’s urgent need for 
economic rehabilitation; 

2. The emphasis on the removal of dis- 
criminatory tariffs in international 
trade and the achievement of this 
through the general adoption of the 
most-favored-nation clause, by com- 
mercial treaties, by the elimination of 
discriminatory export duties and by 
the simplification of customs formali- 
ties; 

3. The rebirth of production controls dur- 
ing the 1920’s, particularly in rubber 
(the Stevenson plan), sugar, coffee, tin, 
copper, and sulphur, and the vigorous 
reactions in consumer contries—not- 
ably the United States; 

4. The rapid rise of import restrictions 
through quotas, exchange controls, and 
clearing agreements as a result of the 
1930 depression, with the concomitant 
strengthening of the production restric- 
tion agreements mentioned above and 
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the formation of new agreements in 
aluminum, oil, pineapples, platinum, 
lead, etc.; 

5. The development of complaints about 
“have-not” nations on the part of 
Germany, Italy, and Japan as the 
trend toward war became more marked 
in the late 1930’s. 


Part II is an analysis of the causes of the 
developments outlined in Part I and an 
evaluation of the steps taken by various 
governments to meet the situations as they 
arose. The growth of production controls 
during the 1920’s is traced primarily to the 
excess capacity that was developed because 
of World War I. Although the need for an 
orderly liquidation of this capacity was 
recognized, it is pointed out that restriction 
schemes tended to maintain all high cost 
capacity and to increase the output of low 
cost units in areas not covered by the control 
agreements. No satisfactory solution for this 
type of problem was suggested. 

The cycle of import restrictions and pro- 
duction controls during the depression years 
is easily traced to the sudden contraction of 
markets and the unresponsiveness of raw 
material supply to low prices. The tremen- 
dous pressure on individual governments to 
reserve the domestic market to their own 
producers accounts for the growth of import 
restrictions, while the failure of the pricing 
mechanism to adjust supply to demand in 
the short run led to the development of direct 
controls through private or government 
sponsored cartels. 

The obvious cure for this difficulty is the 
elimination of the business cycle. In the 
absence of assurance that this could be 
achieved, the report suggests the creation 
of buffer stocks to stabilize production and 
prices and the nationalization of cartels, 
with adequate steps to secure representation 
of the consumer’s interests. The many dif- 
ficulties of operating buffer stocks are recog- 
nized, particularly the problems of deter- 
mining long-run “‘equilibrium”’ prices and of 
assuring technological progress in the stabi- 
lized industry. 

The development of the feeling of restric- 
tion on the part of the “have-not”’ countries 


in the late 1930’s is shown to rest in the dif- 
ficulty of securing foreign exchange as a re- 
sult of the breakdown of world trade and 
international capital investments and as a 
result of the paralyzing effects of business de- 
pressions. The solution recommended here is 
the “reconstruction of a free and relatively 
unfettered world economy.” 

In the reviewer’s opinion, the authors fail 
to stress the fact that a shortage of exchange 
to the extent of causing national awareness 
of the situation is a very special situation. It 
occurs in the immediate adjustment period 
following a prolonged war and in the period 
following a serious and world-wide depres- 
sion when the following circumstances occur: 
(1) broad import restrictions on the part of 
raw-material exporting countries, (2) mark- 
edly unequal recovery from the world de- 
pression so that the demand for foreign goods 
presses on the arbitrarily limited supply of 
exchange, and (3) a sufficiently high national 
interest in one or more commodities to en- 
gender the “have-not”’ feeling. The latter 
two situations are most likely to occur during 
an armament boom in only one or a few 
countries. The possibility of a repetition of 
the period of the late 1930’s exists, but the 
probability of such an occurrence is hardly 
high enough to warrant concerted inter- 
national action. 

Another criticism of the report concerns 
the favorable consideration given to the 
proposal for buffer stocks as a major device 
in meeting the basic causes of international 
raw materials problems. There is, of course, 
no argument concerning the desirability of 
inventories as a buffer against the sharp 
changes in demand in a changing world 
economy. The point of debate centers around 
the desirability of having the buffer stocks 
administered by a national or international 
agency with the consequent fixing of re- 
sponsiblity and the centering of attention 
of special interest groups. 

The proposals for buffer stocks overlook 
the fact that large inventories of primary 
raw materials are regularly carried by pro- 
ducers, distributors, speculators, and con- 
sumers—all of whom are engaged in forecast- 
ing the short run and long run equilibrium 








314 


THE FJOURNAL OF MARKETING 





price. It can be argued that, since the holders 
of these inventories are motivated mainly by 
profit considerations, inventories will be 
liquidated in periods of declining prices and 
accumulated in periods of rising prices. Such 
evidence as is available does not support this 
theory; although a careful study of the in- 
ventory policy of holders of raw materials is 
needed before the crude evidence available 
can be accepted as a guide to international 
policy. 

Even if it is shown, as may very likely be 
the case, that the short run inventory policy 
is a disturbing rather than a balancing force, 
it is still necessary to examine the long run 
influences of an atomistic as opposed to a 
centralized management of buffer stocks. 
Marketing men are all too familiar with the 
failure of various plans for “orderly market- 
ing” to solve the problems faced by pro- 
ducers of agricultural raw materials. 

There are, however, two very hopeful 
generalizations which may be drawn from 
this terse but scholarly presentation of the 
facts concerning the nature of raw materials 
problems. First of all, it seems clear that the 
raw materials problem is a special case aris- 
ing from the more fundamental problems of 
war and business depressions. Other than 
their importance and the consequent pub- 
licity received, raw materials problems are 
much the same as the problems inherent in 
the production and distribution of any prod- 
uct in an unstable world. Actually, therefore, 
materials in international trade do not create 
new problems so much as they reflect the 
stresses and strains of deeper and more 
persistent difficulties. 

The second broad conclusion is the ap- 
parent influence of international conferences 
devoted to raw materials problems. At the 
time the meetings are held there seems to be 
little evidence of accomplishment, with the 
consequent atmosphere of failure in view of 
the high hopes which precede such meetings. 
In retrospect, however, many changes can 
be traced to such meetings and, moreover, 
there seems to be considerable agreement on 
basic policy. Quite obviously, not all meet- 
ings have been successful in these respects; 
and in others the agreed-upon point of view 


has later been regarded as short-sighted or 
otherwise inadequate. However, the general 
acceptance of a point of view, whether it be 
right or wrong, clear-cut or nebulous, is an 
encouraging sign in a world marked by sus- 
picion and disillusion. 

Raw material problems and policies are 
properly the concern of all teachers of mar- 
keting. As a group, we are indebted to the 
League of Nations for making available such 
a direct, concise, and complete review of the 
international aspects of the problem in the 
interwar period. 

GeorceE H. Brown 
University of Chicago 


THe Economics oF THE Paciric Coast 
Perro.teum Inpustry, Part 2, by Joe S. 
Bain. (Berkeley, C 
California Press, 1945. Pp. xv, 438. $6.00.) 


This is a thorough and scholarly study of 
the economic forces that lie behind price de- 
termination in an important segment of the 
petroleum industry. It is an important con- 
tribution to economic analysis. It can also be 
of great value to the practical marketer by 
shedding light on the grand strategy of price 
policy. The author is admirably equipped for 
this task, both by his mastery of the in- 
tricacies of modern economic theory and by 
his thorough familiarity with the unusually 
complete and detailed statistical information 
on the California oil industry. Neither an 
apology nor an indictment, his objective in- 
quiry into the practical operations of an 
oligopoly generates much light and little 
heat. 

The objective of the book is to measure 
and evaluate pr.ce and market results in re- 
lation to market structure and explain how 
these results developed from the competitive 
environment. It is the second volume of 
Professor Bain’s study of petroleum eco- 
nomics. The first, published in 1944, de- 
scribed the industry’s market structure, and 
the third is to deal with problems of public 
policy. 

The author’s materials for empirical in- 
vestigation of price behavior are drawn from 
the operations of the California oil industry 
during the period from 1929 to 1940. The 


California: University of 
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approach is that of quantitative economic 
history. Instead of attempting to derive 
statistical cost and demand functions from 
these times series, the basic method of his 
analysis is to measure price and volume be- 
havior through time and try to show the rela- 
tionship of these factors to changes in de- 
mand, supply, and market structure. Exten- 
sive use is made of graphic time-series 
analysis. 

A brief examination of the early history 
of the industry sets the stage for a prelimi- 
nary survey of the statistical history of the 
analysis period (1929-1940). This is followed 
by a study of the crude oil market. Seven 
major companies accounted for about $0 per 
cent of the California production. The re- 
mainder was produced by a multitude of 
minor producers, whose competitive influence 
was largely nullified by effective voluntary 
controls over production. Although the 
major companies are largely integrated, they 
normally purchased more than half of the 
crude output of the thousands of minor 
producers. This buyers’ oligopoly situation 
supported price leadership in crude oil buying 
by the Standard Oi] Company of California. 

Development of effective voluntary cur- 
tailment and proration machinery controlled 
chronic excess capacity during most of the 
period. Thus, curtailment and price leader- 
ship, aided by transport cost barriers and 
“hot oil’ bans, led to crude prices that were 
substantially higher than those of Oklahoma 
or Texas fields and were near the upper limit 
set by the transport cost differential. Profits 
from production of crude were also higher 
on the average in California than in Okla- 
homa and Texas. In addition to the goal of a 
satisfactory price level for crude oil, the 
majors had a policy objective of price stabil- 
ity. In this they were largely successful. 
Changes were infrequent, whereas under 
pure competition prices would have changed 
continually as a result of shifts in demand 
and supply. 

Transportation of crude oil has important 
effects on price and market results. Tankers 
and pipelines are the dominant facilities, and 
they are largely controlled by the major 
producers. Hence, these companies enjoy a 


buyers’ oligopoly in the Coastal and San 
Joaquin areas. This has made possible intra- 
field price differentials which do not con- 
form to transport costs. The geographical 
price discrimination against San Francisco 
and the San Joaquin Valley area stemmed in 
part from the distribution of major company 
refineries. 

In studying the wholesale markets of re- 
fined products, Professor Bain portrays the 
behavior of average refinery yields and of the 
relative values of the various products and 
shows their relationship to crude prices and 
to other costs. The level of the price of the 
principal products moved in rough conform- 
ity with the price of crude, with some secular 
change in individual products (notably a 
sharp rise in diesel fuel prices). 

Average refiner’s gross and net margins 
were computed, both on an accounting-cost 
and an opportunity-cost basis. This analysis 
showed wide yearly fluctuations; but for the 
period as a whole profits were “at about a 
normal level.” 

Comparative analysis of the levels and 
fluctuations of wholesale product prices and 
study of their relation to costs revealed sev- 
eral types of inter-product price discrim- 
ination (i.e. price disparities that exceed 
cost disparities): (1) between physically 
different refined products (e.g. diesel fuel 
and gasoline); (2) between “regular” and 
“third grade” gasoline; (3) between major- 
brand and secondary-brand gasoline. Terri- 
torial comparisons of prices and transport 
costs brought out geographical price dis- 
crimination, not only in crude petroleum, 
but also in refined products. California ex- 
port sales of gasoline to our East Coast and 
to the Western Pacific were at net prices 
that were considerably less than those ap- 
plicable to sales on the West Coast. More- 
over, some discrimination existed between 
Los Angeles prices and those of certain other 
West Coast cities. 

Analysis of distributive margins and 
profits generally seems to substantiate a 
jobber margin of 2 cents a gallon for gaso- 
line, with returns for this function running 
close to a “competitive norm.” Retail mar- 
gins for 100 per cent dealers were fairly 
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stable at 4 cents on regular gasoline and 3 
cents on third grade gasoline (slightly 
higher and more stable than was normal for 
other areas). 

Professor Bain finds that service stations 
were more numerous, elaborate, and costly 
than necessary. Estimates of the average 
volume, gross margin, and costs of service 
stations indicated a maximum of $175 to 
$250 of monthly gross income to the service 
station operator. When account is taken of 
capital and operation costs, he concludes 
that “the weighted average net margin for 
all types of outlet was low or negative... .” 
Much of the net loss was absorbed by the 
majors in some type of direct or indirect 
subsidy. 

The basic economic situation found by 
Professor Bain may be summarized thus: 
The Pacific Coast is a protected market. It is 
protected from outside competition by trans- 
port costs and by “hot oil” exclusion acts. 
Control of the industry is concentrated, 
though the degree differs among stages. An 
oligopoly of seven majors largely controls 
transportation and dominates the refinery 
market. This center of oligopoly was sur- 
rounded by a host of small refiners whose 
atomistic behavior largely caused the chronic 
instability and periodic price wars in the re- 
fined products market. A high degree of 
stage integration by majors buttresses crude 
prices and makes possible subsidies of mar- 
keting activities. This concentration of con- 
trol means that price leadership can be sub- 
stantially effective, both in buying crude and 
in selling refined products. It contributes to 
the high level of crude prices and makes 
possible the various kinds of price discrim- 
ination. 

The competitive strategy of the majors in 
meeting the competition of the minor re- 
finers had several elements: (1) product 
differentiation, by means of brand promotion 
and deluxe service stations; (2) third grade 
gasoline; (3) promotion of secondary brands 
through supposed competitors at prices that 
matched those of minor companies; (4) ag- 
gressive acquisition of service stations, even 
though returns on the large investment were 
negligible. In an effort to stabilize price 


competition and prevent periodic price 
wars, the major companies acquired the 
surplus output of the lesser producers who, in 
turn, limited their production. But hold- 
outs and defections by minor producers, to- 
gether with their generally imperfect way of 
following the majors’ lead, limited the prod- 
uct price stability produced by this plan. 

The analysis of the effects of industry 
price behavior on earnings showed no more 
than average returns on investment for in- 
tegrated majors. Earnings of non-integrated 
producers of crude were considerably “‘above 
normal.” Earnings of independent whole- 
salers and retailers on the average were 
“subnormal,” even with subsidies from in- 
tegrated refiners. 

Joe: Dean 

Columbia University 


ORGANIZATION OF THE ADVERTISING Func- 
tion. A Study Prepared by McKinsey and 
Company for the Association of National 
Advertisers, Inc. (New York: 1946. Pp. 
173. $10.00.) 


Organization of the Advertising Function is 
an extremely able study prepared by Mc- 
Kinsey & Company for the Association of 
National Advertisers. The text is divided 
into two sections. The first summarizes the 
thinking of management about advertising’s 
place in our economic life. It particularly 
stresses the social responsibility of adver- 
tising and the need for better public rela- 
tions. The second section gives a detailed 
examination of the advertising activities of 
21 of our leading companies. It shows the 
broad scope of the department’s activities 
and the fact that public relations and sales 
promotional functions are fast becoming part 
and parcel of the work of the advertising 
department. Both employee and consumer 
relations are being given increased attention. 
These appear to the reviewer to be particu- 
larly significant as trends. 

There follow three supplements to the re- 
port. “A” consists of charts of the organiza- 
tion of over 20 representative advertising 
departments of large companies. It shows 
lines of authority and duties and is of par- 
ticular significance to advertising managers 
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who may be interested in the functioning of 
their own departments. The “B” supplement 
has a very limited use, for it tabulates the 
position of the advertising department with 
relation to specific non-product selling ac- 
tivities. For example, the advertising depart- 
ment is found to do market research work 
on its own responsibility in 47.5 per cent of 
companies investigated and to assist other 
departments in 31.2 per cent of the cases. 
Other activities are similarly reviewed. The 
real value of this section lies in its illustration 
of the extended nature of the activities in 
which the advertising department is now in- 
terested. 

The “C” supplement gives a list of ques- 
tions about marketing which top manage- 
ment thinks are of primary importance. They 
were so broad that it is questionable whether 
the average marketing practitioner would re- 
gard them as much more than general ques- 
tions about the entire field. For example, 
problems of organization, product lines, dis- 
tributive methods, and sales management 
problems were mentioned. 

The real contribution of this study, in the 
opinion of the reviewer, lies in the organiza- 
tional charts shown and in the report con- 
cerning the way individual companies handle 
their advertising department’s activities. It 
has appeal to the advertising departments of 
large companies, to colleges (as supple- 
mental material), and to advertising and re- 
search agencies as indicative of the trends. 
It will probably find little sale among smaller 
companies and neophytes. Many readers 
might like to know more of the methodology 
back of this report, though it in no way inter- 
feres with its value 

The study establishes no general principles 
for the organization of an advertising de- 
partment. However, it certainly permits 
others to see what is being done by concerns 
under distinctive circumstances. 


J. Russert DousMan 
University of Pennsylvania 


Measurinc Business Cycies, by Arthur 
F. Burns and Wesley C. Mitchell. (New 
York: National Bureau of Economic Re- 
search, 1946. Pp. 560. $5.00.) 


This is the second monumental report on 
business cycles to be issued by the National 
Bureau of Economic Research. It follows 
Professor Mitchell’s 19 year old Business 
Cycles: The Problem and Its Setting, and is 
to be followed in time by a series of mono- 
graphs. 

The present volume is devoted to a de- 
tailed presentation of methods and plans of 
measuring business cycles. It defines their 
limitations and presents the justification for 
their use; it describes patterns of behavior, 
and interprets the effects of various treat- 
ments upon the basic data used. 

To contain a gaseous mass within a rubber 
band is easy as compared with reviewing this 
book adequately within reasonable space. 
The volume includes 12 chapters, 201 tables, 
77 charts, and extensive appendices on sup- 
porting data and sources. Chapters I to § 
describe the methods used, first in general, 
then in detailed terms Chapters 6 to 8 jus- 
tify the authors’ insistence upon using 
monthly data when available and describe 
the unusual methods used in dealing with 
secular and random movements in business 
cycles. Chapters 9 to 12 examine and justify 
the use of averages to express the character- 
istics of cyclical behavior. 

In order that the reader may pre-judge 
the altitude to which he can reasonably 
aspire to rise, ceilings are suggested in a 
handy reader’s guide. For laymen and econ- 
omists with a general interest in business 
cycles, Chapters 1 and 2 are recommended. 
Various levels are set for students of busi- 
ness cycles, depending upon their knowledge 
of statistical techniques and interest in the- 
ory. To statisticians, chapters are recom- 
mended according to their interest in time 
series analysis, in measurements of economic 
magnitudes, and in testing hypotheses re- 
garding time series. This is a highly tech- 
nical book! 

The business cycle itself is defined as “a 
type of fluctuation found in the aggregate 
economic activity of nations that organize 
their work mainly in business enterprises: a 
cycle consists of expansions occurring at 
about the same time in many economic ac- 
tivities, followed by similarly general reces- 
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sions, contractions, and revivals which 
merge into the expansion phase of the next 
cycle; this sequence of changes is recurrent 
but not periodic; in duration business cycles 
vary from more than one year to ten or 
twelve years; they are not divisible into 
shorter cycles of similar character with 
amplitudes approximating their own.” 

Although the business records on cyclical 
fluctuations which are available consistently 
over a long period of time are the con- 
temporary opinions of writers, these do not 
lend themselves to detailed and continuous 
analysis and measurement. The authors, 
therefore, chose for their purpose a large 
number of time series recording the fluctua- 
tions of operations and transactions on a 
monthly, quarterly, and annual basis, those 
on a monthly basis being definitely preferred. 
These component series are each analyzed; 
then they are synthesized into a whole made 
up of the “‘changes in readings taken from 
many recording instruments of varying re- 
liability.” 

Business cycles in the four leading com- 
mercial and industrial nations—Great 
Britain, France, Germany, and the United 
States—were investigated. In all, 1,277 time 
series were used. Of these 76 per cent are 
American, 11 per cent British, 7 per cent 
German, and 6 per cent French. The authors 
consider that an adequate evaluation of the 
relationship of business cycles among na- 
tions would require observations in perhaps 
20 nations. 

Of the series used 72 per cent are on a 
monthly basis, 8 per cent on a quarterly 
and Ig per cent on an annual basis. 

The fundamental statistical technique 
used is a departure from the usual. Or- 
dinarily, the cyclical fluctuations of a time 
series are shown by measuring the secular 
trends and seasonal variations. The two 
measures are then combined and the data 
are expressed as percentage deviations from 
the ordinates of the secular-seasonal com- 
posite. These percentages presumably show 
cyclical and non-cyclical movements in com- 
bination. In the method used by Burns and 
Mitchell, seasonal variations are eliminated 
at the start; but here their method departs 
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from the customary. Data adjusted for 
seasonal variations are then broken down 
into reference-cycle and specific-cycle seg- 
ments used as units of economic experience 
subject to comparison and averaging. Inter- 
cycle portions of the secular trend are elim- 
inated. The intra-cycle portions of the 
secular trend are retained but the measures 
are arranged to show the secular move- 
ments. Averages for a group of cycles are 
made to show the cyclical behavior charac- 
teristic of the series. In charting, average be- 
havior during a group of specific cycles and 
during the group of contemporaneous busi- 
ness cycles is shown. 

This book is quite evidently intended to 
serve as a bench mark for statisticians inter- 
ested in the intensive study of business cy- 
cles. Those who are looking for a light, enter- 
taining, or popular treatment of the sub- 
ject will find the going quite laborious and 
highly technical. 

Verait D. REep 


New York City 


MarketinGc Farm Propucts, by Geoffrey 
S. Shepherd. (Ames, Iowa: The lowa 
State College Press, 1946. Pp. 445. 
$4.25.) 

This book, written by a man who has 
done much work in agricultural price analy- 
sis, is one of the most disappointing to come 
across the reviewer’s desk in some time. It 
is so because of the poor quality and in- 
completeness of the analysis and because the 
subject covered by the book does not agree 
with its title. 

The book is divided into three parts: 
“The Physical Production and Distributive 
Plant’”’; “Meeting Fluctuations in Market 
Prices’; and “Reducing the Costs of Mar- 
keting.” An Appendix covers five categories 
of technical problems. 

From pages 12-13 of Chapter 1 comes the 
material which indicates what this book 
really is and what it is not: 

“1, The first agricultural marketing 
problem, therefore, is to determine each 
year what kinds of foods and fiber con- 
sumers want, and what quantities of each 
kind they will take at different prices. 
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Farmers need to determine these things 
each year before they start production and 
lay their production plans accordingly. 

“9. The second agricultural marketing 
problem is to sell the commodities that 
are produced to the market outlet that 
will bring in the greatest net returns— 
‘the high net dollar’—to the producer. 

“3. The third problem is to get the 
commodities marketed at as low a cost as 
possible. A penny saved in marketing 
costs adds as much to profits as a penny 
saved in production costs. Farm income 
is equal to the total amount that con- 
sumers spend for farm products, minus 
total marketing costs. Obviously, any re- 
ductions in marketing costs add just that 
much to farm income. 

“These three problems constitute the 
subject matter of this book. They are con- 
sidered in the order just given in the three 
parts into which the book is divided.” 
Chapter II begins the discussion by deal- 

ing with the demand for farm products. But 
the author reveals early that his principal 
interest is in the demand for foods by devot- 
ing the major part of his discussion and data 
to the various food categories. The indus- 
trial demand for non-edible agricultural 
products receives only passing mention. 
Similarly, the discussion of the supply of 
farm products runs into the same difficulties. 
No consideration whatever is given the tech- 
nical analysis of elasticity. 

The greatest defects, however, are the 
brevity of the treatment of the marketing 
structure in terms of its functions and its 
component institutional parts in terms of the 
area, the middlemen, and the price opera- 
tions. Nowhere is there a complete discus- 
sion of the functions. The discussion of the 
middlemen is buried in the section dealing 
with the reduction of marketing costs; and 
everywhere too much emphasis is laid upon 
conclusions relating to livestock marketing 
as being applicable equally to other agricul- 
tural products. 

The discussion of price fluctuations re- 
flects much of the bias of present-day 
Writers in this field toward government con- 
trol. Much space is devoted to rehashing old 


findings dealing with the effect of direct 
marketing on livestock (especially hog) 
prices; but little use is made of other analyti- 
cal material pertaining to other commodities, 
with the exception of milk price plans. The 
differences between commodities are just as 
important as their similarities in these re- 
spects. 

The greatest weight of the book is directed 
toward reducing marketing costs of farm 
products. Here the author unfortunately has 
had to depend principally upon the margin 
studies of the Department of Agriculture, 
particularly those dealing with the market 
basket. While these studies are useful and 
have compiled much valuable data, it must 
be noted that they do not uniformly deal 
with marketing margins. Many of the prod- 
ucts included involve processing operations} 
and in some of the discussions (notice Table 
21 and the surrounding discussion) these 
“mixed”’ costs, including Federal taxes, etc., 
are listed often as marketing charges. Fur- 
thermore, these data do not measure changes 
in the quantity and quality of functions per- 
formed, nor can they set up per se what is 
desirable. 

Shepherd does nothing to break down his 
analysis of costs by component elements 
such as those accounted for by transporta- 
tion from producing areas to wl.olesale mar- 
kets or by wholesale middlemen. His pro- 
posals for reducing marketing costs fall flat 
frequently because he does little to prove 
that such costs are high when ail things are 
considered; particularly, the desires of con- 
sumers, and the basic nature of their free- 
dom in terms of maintaining the maximum 
number of marketing alternatives. These are 
significant deletions. Not all components of 
marketing costs may be too high. Conceiv- 
ably, some may even be too low (as the cost 
of grading) in view of certain objectives. 

All in all, this book, even within the limi- 
tations of the objectives set up by it, fails 
to do much more than provide the most 
elementary guides to some complex prob- 
lems. In that connection, moreover, the 
author does little evaluation of the sound- 
ness or permanency of previous plans to in- 
crease farmers’ net income, particularly as 
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they have led to much government control 
and to monopolistic practices. 

Davip A. Revzan 
Chicago, Illinois 


MARKETING IN THE WEsT, edited by 
Nathanael H. Engle. (New York: Ronald 
Press Company, 1946. Pp. 263. $3.50.) 


This book was sponsored by the Pacific 
Advertising Association. It is the third in a 
series, and as indicated in the Foreword, sup- 
plements two previous studies, How the 
War is Changing Pacific Area Markets and 
Products the West Can Produce and Adver- 
tising’s Part in Marketing Them. Each of the 
23 chapters is prepared by a different per- 
son. Twelve of the co-authors are professors 
in schools and colleges in the western states. 
Ten of them are businessmen operating in 
the Pacific and Mountain States, and one is a 
representative of the Department of Com- 
merce in that region. 

In addition to the introductory chapters 
describing the general industrial situation 
and marketing background in the western 
states, the book includes five parts dealing 
with the industrial marketing of western 
products, agricultural marketing in the west, 
the wholesale and retail trade in the western 
states, advertising and marketing facilities 
in the west, and Canadian postwar market- 
ing problems. 

On the whole, the book is well written and 
presents a coherent and reasonably com- 
plete picture of marketing problems and 
methods peculiar to the area. Teachers of 
marketing will find in it very good brief de- 
scriptions of the operations of industrial 
distributors on the Pacific Coast, coopera- 
tive marketing in California, the develop- 
ment of supermarkets on the Coast, and the 
marketing of several specific western prod- 
ucts, such as Idaho potatoes, Arizona cotton, 
Washington apples, Oregon wool, and Wash- 
ington dairy products. The chapter dealing 
with the advertising agency in the west con- 
tains a very good thumbnail sketch of the 
procedure and technique involved in the 
agency handling of an advertising account. 

Professor Engle is to be congratulated on 
having assembled within the covers of one 


book the output of such an able galaxy of 
experts on marketing subjects. The material 
gives evidence of a careful and intelligent 
job of editing. One criticism which might be 
urged is that the endeavor to cover so many 
different phases of marketing within such a 
short space has resulted in an incomplete 
treatment in spots. Perhaps this criticism 
is not vital, however, since the obvious pur- 
pose of the book is to present a picture of the 
western marketing problems during the post- 
war period and to provide a background for 
the market planning work of businessmen 
who propose to cultivate the Mountain and 
Pacific markets. 


R. S. ALEXANDER 
Columbia University 


Booxs RECEIVED 


An Introduction to Modern Economics, by Valdemar 
Carlson. (Philadelphia: The Blakiston Company, 
1946. Pp. xvii, 337. $3.50.) 

This is intended to serve as a basic text for courses 
in elementary economics. It will certainly be welcomed 
by many an instructor; yet it departs so substantially 
from the majority of the elementary texts in this field 
that a large number of teachers will regard it with dis- 
may. The theory of value is lighly touched on and the 
theory of distribution is hardly so much as referred to in 
passing. 

This treatment is intentional; the author has a new 
approach to suggest. His preface recognizes two 
principles which should control the content of a “text- 
book designed for students undertaking their first 
formal study of economics: (1) The subject matter 
should furnish a basis for public policy. . . . (2) The sub- 
ject matter should be presented as part of a larger 
political and social framework ... democracy.” 

Guided by these principles, Professor Carlson first 
briefly presents his views concerning the function of 
economics as a study and offers a brief history of eco- 
nomic development and a commentary on the coordina- 
tion of economic life. Then, one by one, he raises basic 
economic issues of public policy and proceeds to discuss 
them, defining terms and providing statistical or insti- 
tutional information in the process. 

Money, credit, and fiscal policy are first discussed. 
Business organization receives a dozen pages. A short 
chapter on price is followed by a more lengthy treat- 
ment of the subject of competition and monopoly. 
Agriculture is considered as a “special problem.” Dis- 
cussion of governmental bureaucracy and the social 
control of business precede a series of chapters on “social 
change” and labor relations. The three last chapters 
concern international trade. 

Professor Carlson writes well. His approach to the 
subject of economics lends interest to the material con- 
tent of his book and will unquestionably appeal t 
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many students as being concrete and practical. There is 
not a single graph or geometrical symbol, nor a set of 
more or less unreal assumptions to plague the student. 
There is life in the material to a degree unusual in a 
text of this kind. 


The Theory of Price, by George J. Stigler. (New York: 
The MacMillan Company, 1946. Pp. 340. $3.75.) 
This is an augmented version of the author’s The 

Theory of Competitive Price. It incorporates the earlier 

material (very little changed), but it also covers im- 

perfect competition, multiple products, and interest 

theory. 

The title, properly interpreted, is adequately descrip- 
tive. This is a book on economic theory, filled with 
curves of supply and demand, and illustrated profusely 
with hypothetical cases expressed in mathematical 
symbols. It is in complete contrast to Professor Carl- 
son’s text (reviewed above), or perhaps may be re- 
garded as its complement. Both are intended as text 
books for college courses in the fundamentals of eco- 
nomics; yet there is almost no duplication of material 
as between the two. 

The Theory of Price is a thorough, scholarly presenta- 
tion of the subject. Much of the book is devoted to im- 
perfect competition. Express assumptions are made 
that prices and the mobility of resources are not re- 
stricted and that all economic units possess complete 
knowledge. No general discussion of wages nor any full- 
blown consideration of the distribution of income is 
included. 

There is much to recommend Professor Stigler’s book 
as a text for advanced students of economic theory who 
are to spend all or a large part of a semester on the study 
of price. 


Readings in the Theory of Income Distribt tion, selected 
by a Committee of the American Economic Associa- 
tion. (Philadelphia: The Blakiston Company, 1946. 
Pp. xvi, 718. $4.25.) 

This is the third in a series of annual volumes to be 
published by the Blakiston Company following its agree- 
ment to issue each year a volume on a subject chosen 
by a committee of the American Economic Association. 
The material content of these books has also been de- 
termined by an Economic Association Committee. The 
present publication has been edited by Professors 
Bernard Haley and William Fellner, with the help of 
Plakiston’s consultant, Professor Fritz Machlup. 

Thirty professional economists, known to have a 
special interest in the theory of distribution, were 
invited to offer suggestions as to the articles and essays 
on various phases of the subject which most deserved 
consideration. At the same time, Mr. Frank Norton, Jr. 
of the University of California compiled a compre- 
hensive bibliography of the theoretical and statistical 
literature on national income and distribution which 
appeared between 1920 and 1945. This is reproduced in 
the book and requires almost 50 pages. Almost every- 
thing of consequence which was printed in the English 
language is listed and classified, but there is an extensive 
coverage of materials in other languages as well. The 
bibliography alone should be great value to anyone in- 


terested in the subject. 

A total of 32 articles and essays was chosen. The 
first group deals with the concepts of national income, 
the gross national product, and income distribution. 
The contributions of Simon Kuzuets and John M. Clark 
to the Encyclopedia of Social Sciences are reprinted. 
These are followed by Mary Jean Bowman’s “Graphical 
Analysis of Personal Income Distribution in the United 
States” from last year’s American Economic Review. 

The book then turns to the theoretical problems as- 
sociated with marginal productivity and with determi- 
nation of wages, interest, and profit. The theory of 
interest, for example, is covered by seven essays, rang- 
ing from von Hayek’s “The Mythology of Capital’”’ te 
Frank Knight, John Maynard Keynes, and Friedrich 
Lutz. Wages are treated in eight reprinted articles, cover- 
ing many phases of the subject (but not tackling the 
question of labor supply very effectively). The determi- 
nation of rent is dismissed with two articles, because 
“recent developments in the study of rent have been 
integrated more and more with value theory than with 
distribution theory.” 

Although it possesses most of the disadvantages 
common to any compendium of essays, the book may 
prove useful as a source of collateral readings for 
graduate courses in economic theory. More advanced 
graduate students specializing in theory will find it most 
valuable. It is the professional economist, however, who 
will most appreciate the careful selection and reprinting 
of the outstanding articles and essays published since 
1930. 


Studies In Income and Wealth, Volume VIII, Papers 
Presented at the Conference on Research in Income 
and Wealth. (New York: National Bureau of Eco- 
nomic Research, 1946. Pp. Xiv, 297. $3.00.) 


This is a series of eleven papers, varying in length 
from 14 to 46 pages on many different phases of research 
in the field of national income. The papers are marked 
by a uniformly high degree of scholarship, and many 
were prepared by men and women whose private or 
governmental positions and experiences illustrate the 
wide need for more complete studies in this field. 

The papers are generally technical in character. Most 
concern concepts of national income and national prod- 
uct and the measurement of national income in a num- 
ber of countries (including Russia, Germany, China, 
and Sweden). A separate analysis is made of the prob- 
lem of national income measurement in colonial areas. 
The problems of international comparisons and of the 
usefulness of income estimates are touched on by several 
authors. 

Solomon Fabricant emphasizes the need for consump- 
tion estimates as opposed to income statements. War 
Production Board and Office of Price Administration 
economists discuss the techniques of estimating income 
distribution. Other authors include Gottfried Haberler, 
Louis Bean, Paul Studenski, and Albert Hart. 


Helping Dealers to Modernize, The Dartnell Corporation. 
(Chicago: The Dartnell Corporation, 1946. Pp. 151. 
$5.00.) 

This is one of the series of Dartnell special reports on 





322 


THE JOURNAL OF MARKETING 





current problems in sales management. It is most 
timely, for many retailers are preparing to build new 
stores or alter their old ones and many manufacturers 
are anxious to assist their own dealers to modernize. 

As usual, this Dartnell report is devoted primarily to 
summarizing actual experiences. It concentrates on the 
activities of manufacturers, however, rather than re- 
viewing principles of retail store layout or retail activi- 
ties. Manufacturer programs have been classified so 
that they cover the simplest kind of dealer assistance 
plans and the most comprehensive ones. The editors, in 
the minimum space they have left themselves for com- 
ments, point out the main features of each plan and its 
suitability for adaptation to other trades and industries. 

Primary attention has been given to store fronts, store 
layouts, and sales fixtures. A large number of pictures 
and diagrams have been reprinted from the dealer 
assistance materials prepared by the companies them- 
selves. Among the manufacturers whose plans are de- 
scribed are Goodyear Tire and Rubber, The Crane 
Company, The Studebaker Corporation, Alexander 
Smith and Sons Carpet Company, Owens-Illinois Glass 
Company, and General Electric Company. 

The body of the report is photo-offset, but many 
pages of illustrations and descriptions of company 
plans are printed. These pages are bound in a handsome 
black loose-leaf binder. 


How to Buy and Merchandise Profitably, by Irving Gold- 
enthal. (New York: Better Merchandising Institute, 
1946. Pp. 241. $6.00.) 

This book presents in simple and understandable 
form 178 of the most common retail merchandising 
problems and their solutions. The bulk of the problems 
concern the mathematics of retailing, mark-ups, dis- 
counts, stock turn, open-to-buy, and the like. Few 
problems require more than a single, easily readable 
page. The resultant book is a highly practical little 
manual which will probably receive a wide circulation 
among retail operating men. 

The author, Mr. Irving Goldenthal, is head of the 
Retail Personnel Bureau and Lecturer at the New 
York University School of Retailing. The contents of 
his book appeared piecemeal in the Department Store 
Economist. 


Full Production Without War, by Harold Loeb. (Prince- 
ton, N. J.: Princeton University Press, 1946. Pp. 
XViii, 284. $3.50.) 

In the title, in the preface, and in the introdution, 
the author emphasizes his primary objective in pre- 
paring this book—to determine the factors or factors in 
our industrial economy which cause incomplete utiliza- 
tion of our resources and to make suggestions directed 
at avoiding such situations in the future. 

The book itself is a contribution to economic theory, 
replete with curves of supply and demand and refer- 
ences to activities of knowledgeable buyers and sellers 
meeting in a market. Analysis is soon centered, however, 
On monopolistic competition, price competition being 
exceptional and largely limited to the field of agricul- 
tural products. The author’s major problem is to de- 
termine how such an economy functions over a period of 
time, 


The major factor disturbing our overall equilibrium 
is the advance in efficiency of production and distribu- 
tion. This would be passed on quickly to the public and 
our full resources would continue in use if there were 
real price competition. Lack of it leads producers who 
have improved their efficiency to reduce employment 
rather than prices and thus touch off a “downsurge”’ of 
production. The downsurge might be halted if profits 
were paid out immediately as they are earned, but this is 
not the case. 

Wages demands leading to higher wages sometimes 
tend to offset downsurges of this sort; but union activity 
and other determinants of wages are not keyed to ef- 
ficiency advances either in timing or magnitude and 
cannot be relied on. But if the volume of money is in- 
creased to correspond in time and volume to efficiency 
advances, it will serve to offset the “downsurge”’ in our 
economy resulting from the combination of improve- 
ments in efficiency and monopolistic competition. 

The author’s general program for assuring full pro- 
duction is briefly outlined in his last chapter. The pro- 
gram is certainly interesting and would bear more 
careful development. It includes proposals relative to 
public works, limitation of capital plant and of with- 
holdings (to assure that excessive plant is avoided and 
idle capital is controlled), and an increase in minimum 
wages. 


Changes In Income Distribution During the Great De. 
pression, by Horst Mendershausen. (New York: 
National Bureau of Economic Research, 1946. Pp. 
XVili, 168. $2.50.) 

This represents one of the most intensive studies of 
changes in income distribution from prosperity to de- 
pression thus far published. Professor Mendershausen 
has obtained detailed statistics on income originally 
gathered by the Civil Works Administration for its 
Financial Survey of Urban Housing. These data have 
been subjected to analysis through the use of a variety 
of statistical techniques in the hope of establishing cer- 
tain patterns of income change in relation to business 
cycles. 

Particular attention has been devoted to the shares in 
the total income received by members of different in- 
come groups and the stability of the relative income 
status of particular families. Separate consideration is 
given to different income groups, to home owners and 
to tenants, to the unemployed as opposed to those re- 
ceiving low incomes, and to other possibly significant 
factors differentiating the population of income recipi- 
ents, 

The entire study, as wll as the findings, is couched in 
the technical language of the professional statistician. 
It is by no means easy reading for the layman not versed 
in the significance of Lorenz curves and coefficients of 
variation. There is no extended appraisal of the general 
applicability of the findings. Nonetheless, the student of 
the economics of national income and its dispersion and 
students interested in the application of statistical 
methods to economic statistics will find this book quite 
valuable. 

It is rather striking to find that although depression 
led to a general increase in the inequality of income dis- 
tribution, the very highest income groups generally re- 
ceived a lesser share of the total. This is believed due 


eras =O. abw OO el g 


| 


oa mm Sea 2&2 2 ee os oe 





Vw Oo + 


o.lUelUl/!, OF 


THE JOURNAL OF MARKETING 


323 





largely to the flexibility of very high (as well as low) in- 
comes. Profits, interest, and capital gains vary more 
widely than the salaries of the next lower income group. 
There was also a widespread shift of the income position 
of individual families relative to the total. Ten to fifteen 
per cent shifted from below the mean income in 1929 to 
above the mean in 1933, and an equal percentage 
dropped below. The greatest shifting occurs among the 
highest and lowest income families. Income groups do 
not find their incomes rising and falling en d/oc with the 
business cycles. 


Studies in the Classical Theories of Money, by Karl H. 
Niebyl. (New York: Columbia University Press, 
1946. Pp. xii, 177. $2.50.) 

This is a study of the way in which the function of 
money has changed as our industrial society has de- 
veloped. Dr. Nieby! concentrates his attention upon the 
latter part of the eighteenth century and early part of 
the nineteenth century and traces the processes by 
which the classical economic theory and the equilibristic 
theory of money came into existence. The author be- 
lieves that such a study is necessary in order for mone- 
tary analysis to become a tool in policy determination 
rather than a “guidebook to economic post mortems.” 

The principal change in economic structure during the 
period under review was, of course, the industrial revolu- 
tion. The effect of industrialization upon the function 
of money is shown to have been an increase in its impor- 
tance as a means of acquiring the factors of production. 
Prior to the industrial revolution, the author holds, the 
principal function of money was that of a medium of 
exchange between English manufactured goods and 
foreign raw materials, 

The evolving industrialism had such a profound effect 
upon the role of money that the author is led to say, “we 
find it difficult to pronounce judgment in the manner of 
previous investigators of this period, but, rather, feel 
constrained to say that every one of the writers was 
concerned with the problems of his time and in conse- 
quence had to be at variance with the pronouncements 
of earlier writers, who had been occupied with their 
problems.” 


Educating for Industry, by William F. Patterson and 
M. H. Hedges. (New York: Prentice-Hall, 1946. Pp. 
229. $2.50.) 

A few educators and some of the more foresighted 
labor leaders have long pointed to the gap in our edu- 
cational system which concentrates on broad liberal 
education and narrow vocational training. In their judg- 
ment, something more was needed, an apprenticeship 
system, a “learning on the job.” In the course of time a 
program was worked out for integrating general educa- 
tion with apprenticeship so that the latter forms a dis- 
tinct part of the general education process. Such a pro- 
gram would ultimately displace vocational training and 
its limited approach to a very large degree. 

Largely in response to labor union efforts, the Federal 
government interested itself in apprenticeship in the 
early years of the Roosevelt administration. By 1937, 
the Fitzgerald Act authorized the Secretary of Labor to 
set up standards to guide industry and labor in employ- 
ing and training apprentices and to bring management 


and labor together to formulate apprentice training pro- 
grams. Since then, the program has spread rapidly. 
Many states have passed apprenticeship laws or have 
set up apprenticeship councils. The training programs 
were beginning to develop rapidly just as World War II, 
the draft, and serious manpower shortages strained the 
resources of the system to the maximum. There is ample 
testimony that apprenticeship contributed significantly 
to the brilliant war record of production. 

The system is now undergoing perhaps even more 
severe trials which can result in its almost universal 
acceptance or a discrediting which would set the entire 
idea back by years. It is especially timely, therefore, to 
have available an authoritative little handbook such as 
this to emphasize the basic principles underlying ap- 
prenticeship. The authors are most thoroughly quali- 
fied by training and experience to describe the goals and 
the methods of apprenticeship in terms simple enough 
for anyone to understand. But they do not avoid the 
pitfalls, the efforts to misapply apprenticeship, the 
problem of relationships between state and federal 
agencies, the conflicts of interest between labor and 
management, 

By sticking to fundamentals, however, the authors 
succeeded in showing the soundness of the idea and the 
simple mechanics of establishing apprenticeship train- 
ing. It is striking that they do not seek to avoid many 
of their present problems by turning to educators for 
professional assistance and integration of apprentice- 
ship with general education, 
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Announcement of 1947 Officers 


The Teller’s Committee, Frank Beach, 
Nugent Wedding, and C. H. Sandage, Chair- 
man, has reported the following officers and 
directors were elected for 1947: 
President—Ross M. Cunningham, Massa- 

chusetts Institute of Technology, Cam- 

bridge 39, Massachusetts 
First Vice-President—Wroe Alderson, Wroe 

Alderson, Simon & Sessions, Philadelphia, 

Pennsylvania 
Second Vice-President—Franklin R. Cawl, 

Arthur Kudner, Inc., New York, New 

York 
Treasurer—W ilford L. White, U. S. Depart- 

ment of Commerce, Washington, D. C. 
Secretary—Harvey W. Huegy, University of 

Illinois, Urbana, Illinois 
Editor-in-Chief of Fournal of Marketing— 

Clyde W. Phelps, University of Southern 

California, Los Angeles 7, California 


Directors Elected for 1947-48 


George H. Allen, Cooperative Analysis of 
Broadcasting, New York, New York 
Edward R. Hawkins, The Johns Hopkins 

University, Baltimore, Md. 

Charles T. Heusinkveld, Armour & Com- 
pany, U.S. Yards, Chicago 9, Illinois 
Harold H. Maynard, The Ohio State Uni- 

versity, Columbus, Ohio 


Director Elected for 1947 


S. R. Bernstein, Advertising Publications, 
Inc., 100 East Ohio Street, Chicago, 
Illinois. 


Officers previously elected or automati- 
cally placed in office by the Constitution are 
as follows: 


Directors Continuing through 1947 


Edgar H. Gault, University of Michigan, 
Ann Arbor, Michigan 
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Thomas MacGowan, The Firestone Tire 
& Rubber Company, Akron, Ohio 

Gerald B. Tallman, Massachusetts Insti- 
tute of Technology, Cambridge 39, 
Massachusetts 


Directors-at-Large 


Charles F. Phillips, Bates College, Lewis- 
ton, Maine 

C. H. Sandage, University of Illinois, 
Urbana, Illinois 


Immediate Past President and Director 


Lyman L. Hill, Servel, Inc., Evansville 20, 
Indiana 


BUSINESS MEETING OF OFFICERS 
AND DIRECTORS 


The meeting was at the Edgewater Beach 
Hotel, Chicago, Illinois, September 13, 
1946. The most important action taken was 
on constitutional amendment and by-law 
changes. It was agreed that President Hill 
would prepare an explanatory letter and 
the amendment and by-law changes neces- 
sary to authorize a class of associate mem- 
bers and to increase annual dues to $10. 
This proposition has been submitted to a 
mail vote of the membership. 

It was proposed that with the increased 
revenue provided from the $10 dues, a 
monthly bulletin would be issued and sent 
to all members. It was decided to send with 
the ballot a sample copy of the proposed 
monthly bulletin. It was also decided that 
the Roster would be sent to all members 
without charge if the dues were raised. The 
Secretary reported that printing estimates 
made it appear that Roster cost in 1947 
would be above $1 per copy. 

It was decided for the time being to retain 
the jourNAL at four issues. There was con- 
siderable discussion of including papers 
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given at the meetings in the jourNAL but 
it was decided for the time being to continue 
publication of them as separate proceedings, 
but to recommend that the proceedings be 
included in the registration fee without sep- 
arate charge. 

Other action taken was: 


Meetings 


The second business meeting of the Associ- 
ation will be held in Pittsburgh in connec- 
tion with the meeting there on December 27 
and 28, 1946. 

San Francisco’s proposal to cancel the 
proposed November 1946 meeting was ac- 
cepted. San Francisco was offered a meeting 
for the early part of September 1947. 

The President will appoint a committee of 
teacher members of the Association to find 
out whether joint meetings with the Allied 
Social Science group are to be resumed. 


Journal and Roster 


A list of new members with their business 
connections and addresses will be added to 
future A.M.A. Notes sections of the JouRNAL. 
Suggestion was also considered that in the 
future the Roster should be printed as an 
extra issue of the JOURNAL. 


Report of Committee on National Conferences 


The Committee presented their report and 
the Conference Management Manual they 
have prepared. Several modifications were 
agreed upon. Sid Bernstein is to rewrite 
the committee report as a convention manual 
subject to the modifications. This revision is 
to be circulated to the Committee and, after 
Board approval, reproduced by the Secre- 
tary. 


Membership Booklet 


The new membership booklet was gen- 
erally approved. 


Approval of Southwest Chapter 


The new Southwest Chapter was approved 
subject to changes in their Constitution 
within three months to meet the standards 
of the National Association. 


DETROIT CONFERENCE 


The Detroit Conference was held at the 
Hotel Statler, Detroit, Michigan, on Oc- 
tober 24 and 25, 1946. The General Com- 
mittee of this Conference was: 

General Chairman: Richard W. Ouder- 
sluys, President Commercial Services, 
Inc., Detroit 

Secretary: Huntley H. Geddes, R. L. 
Polk & Company, Detroit 

Program Chairmen: Albert Moellmann, 
The Detroit News, Detroit; Raymond 
E. Danto, Kaiser-Frazer Corp., Willow 
Run, Michigan 

Treasurcr and Registrant: William T. 
Hunt, Manager, Detroit Office, U. S. 
Department of Commerce, Detroit 

Arrangements: Stuart Walker, Detroit 
City Plan Commission, Detroit 

Publicity: Hugh H. MacMillan, The 
Detroit Free Press, Detroit 

Proceedings: S. P. Baker, Market Sur- 
veys, Detroit 

Exhibits: Vernon G. Nickel, Nash-Kel- 
vinator Corp., Detroit 


CHAPTERS IN ACTION 


Chicago Chapter 


President, Robert F. Elrick, Lever 
Brothers Company; First Vice-President, 
James L. Spangenberg, Quaker Oats Com- 
pany; Second Vice-President, Richard E. 
Snyder, Room 934, 11 S. LaSalle Street; 
Secretary, William F. O’Dell, Market Facts, 
Inc.; Treasurer, William R. Keir, Libby, 
McNeill & Libby. 

Directors: S. R. Bernstein, Advertising 
Age; George H. Brown, University of Chi- 
cago; Gordon F. Buck, Radio Audience 
Measurement; Robert J. Eggert, American 
Meat Institute; Neal Gilliatt, McCann- 
Erickson, Inc.; Jack C. Griffin, Booz, Allen 
& Hamilton; C. T. Heusinkveld, Armour & 
Company; G. Maxwell Ule, McCann-Erick- 
son, Inc.; Stanley Womer, Industrial Sur- 
veys Company. 


Luncheon Discussion Groups 


The Chicago Chapter is continuing with 
its luncheon discussion groups which began 
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in the fall of 1944 under the direction of 

Robert F. Elrick of Lever Brothers Com- 

pany. Programs are announced one month in 

advance in the Chapter “Calendar of 

Events.” 

These luncheon meetings are held at 12:00 
noon, Tuesdays and Thursdays, at the 
Marshall Field & Company main store in 
the English Room No. 2, seventh floor. 
There are four groups, each meeting every 
other week on alternate Tuesdays and 
Thursdays. The 1946-47 groups are set up 
as follows: 

Advertising & Public Opinion Group: Di- 
rector, Arthur A. Porter, Leo Burnett, Inc.; 
Secretary, Mrs. Frances Makelim, Market 
Facts, Inc. 

Sales & Product Analysis Group: Director, 
Wm. W. Herzog, Fry, Lawson and Co.; 
Secretary, Miss Dorothea VanWestrienen, 
Marshall Field & Company 

Distribution & Industrial Marketing Group: 
Director, A. T. Bush, Acme Steel Com- 
pany; Secretary, Miss Marji Frank, J. R. 
Pershall Company 

Research Techniques Group: Director, 
Harold Wakefield, Wilson & Company, 
Inc.; Secretary, Miss Sieglinde Haller, 
Marshall Field & Company 
The weekly discussion groups, with Robert 

J. Eggert of the American Meat Institute as 

Chairman, are in their third year of opera- 

tion. The Chicago Chapter was the originator 

of the luncheon discussion group program 
and its success is evidenced by the high 
attendance which, to date, has been averag- 
ing better than 100 per week. Assisting Mr. 

Eggert as members of the Governing Com- 

mittee are: E. H. Calhoun, Jacques Manu- 

facturing Company, Pud/icity; Miss Keo 

Currie, Needham, Louis and Brorby, Inc., 

Records; Neal Gilliatt, McCann-Erickson, 

Inc., Program; Mr. Leo J. Kelly, National 

Sanitary Supply Association, Membership. 
Many new members have been enrolled in 

the Chapter since the new season began. The 

total membership of the Chicago Chapter 
now approximates 350. Eugene F. Galvin, 

Market Engineering Associate, is Chairman 

of the Membership Committee. 

Other committees and their chairmen are: 


Reception, Richard D. Scales, Industrial 
Surveys Co.; Finance, Howard L. Benn, 
Brunswick-Balke-Collender Co.; Constitution 
and By-laws, Thomas S. Buckley, C. C. 
Chapelle Co.; National Association Relations, 
Wm. W. Heusner, Pabst Sales Co.; His- 
torical, Harold D. Wakefield, Wilson and 
Company; Elections, Gordon F. Buck, 
Foote, Cone and Belding; Dinner Meetings, 
Duncan Morgan, Illinois Tool Works; Pué- 
lic Relations, Julian J. Jackson, Julian J. 
Jackson Public Relations; Marketing Re- 
search Library, Adolph Rebensburg, Edison 
General Electric Appliance Co., Inc.; Per- 
sonnel Placement, C. T. Heusinkveld, Ar- 
mour and Co.; Personal Training, Carl E. 
Wolf, Jr., Young and Rubicam; Industry 
Education, J. M. Strasser, International 
Harvester; Honors and Awards, George T. 
Wruck, Jacques Manufacturing Co. 

The Chicago Chapter entertained national 
directors of the A.M.A. who were at the 
Edgewater Beach Hotel, Chicago, for a one 
day conference on September 13. 


Indianapolis Chapter 

Meetings 

At the first fall meeting of the Indianapolis 
Chapter, held on October 16, 1946 at the 
Lincoln Hotel, Indianapolis, Fred Hamerin 
of Lilly Varnish Company spoke on the 
subject “Résumé of Business Activity in the 
Paint, Varnish and Lacquer Industry.” 


New England Chapter 


President, William Applebaum, Stop & 
Shop, Inc.; Vice-President, Malcolm P. 
McNair, Harvard Business School; Treas- 
urer, George G. Phair, W. F. Schrafft & 
Sons Corp.; Secretary, Margaret E. McQuide, 
Curtis Publishing Company. Directors: 
E. Perkins McGuire, R. H. White Company, 
Howard J. Heffernan, Monsanto Chemical 
Company. Past President, Wilfred E. 
Booth, The Foxboro Company. 

Program Chairman, Donald E. Megathlin, 
Kendall Mills; Luncheon Discussion Chatr- 
man, Carleton McVarish, H. B. Humphrey 
Company; Membership Chairman, L. V. B. 
Nichols, Lever Brothers Company; Meeting 
Arrangements Chairman, John A. Billings, 
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New England Coke; Publicity Chairman, 
Paul E. Rowe, Lever Brothers Company; 
Personnel &§ Placement Chairman, Geoffrey 
L. Pippette, The Carter’s Ink Company; 
Chapter News-Letter Chairman, Robert W. 
Reynolds, Sutherland-Abbott. 


Meetings 


The New England Chapter held two 
monthly meetings during the Fall of 1946. 
Mr. Holcomb York, President of York Re- 
search Corp., Stamford, Connecticut, spoke 
at the first meeting on “Research Tech- 
niques in Industrial Marketing.” At the 
next meeting Mr. A. W. Zelomek, President, 
International Statistics Bureau, Inc., had as 
his subject “Returning to the Buyer’s Mar- 
ket.” A large number of guests from the 
Boston Conference on Distribution attended 
this meeting. 

The discussion group has sponsored one 
luncheon at which Mr. William Waugh, 
Sales Manager of Clark-Babbitt Industries, 
described the research activities of his com- 
pany. 

At the October 15th meeting, the member- 
ship voted unanimously to amend the Con- 
stitution in order to increase the dues from 
$3 to $4 a year. 


New York Chapter 


President, George H. Allen, Cooperative 
Analysis of Broadcasting; Vice-President, 
Donald E. West, McCall Corp.; Secretary, 
Caroline E. Aber, McCall Corp.; Treasurer, 
Douglas Taylor, J. P. McKinney & Son; 
Assistant Treasurer, Lloyd H. Hall, The 
Lloyd H. Hall Company. Directors: H. A. 
Richmond, Metropolitan Life Insurance 
Company; Ralph E. Rindfusz, Fact Finders 
Associates; Paul W. Stewart, Stewart, 
Dougall & Associates; Arno Johnson, J. Wal- 
ter Thompson Company; Victor Pelz, Traffic 
Audit Bureau; Carl H. Henrikson, Jr., 
J. M. Mathes Company; Arthur Hurd, J. 
Walter Thompson Company. 

Highlights of the New York Chapter 
schedule for the closing months of 1946 in- 
cluded two regular monthly chapter meet- 
ings and the annual Christmas party, all 
held at the Hotel Commodore. 

Speakers at the October meeting were Mr. 


Raymond E. Moley of Newsweek, whose 
subject was ““Management’s Vacant Chair 
in Politics,” and Dr. M. P. Catherwood, 
Commissioner of the New York State De- 
partment of Commerce, who discussed the 
relation of his department to the general 
problems of state and national distribution. 
November speakers were to be Mr. Leon 
Henderson, former OPA director, and Mr. 
Isador Lubin, President of the American 
Statistical Association, who presented a 
forecast of future economic trends in the 
United States and in Europe. 

The Chapter’s 13 discussion groups, under 
the general chairmanship of Mr. Harry H. 
Gould of This Week Magazine, have carried 
on an active schedule of well-attended 
luncheon meetings, and are planning an ex- 
panded program for 1947. 

Plans for the national Spring Meeting, to 
be held in New York in 1947, are going for- 
ward rapidly under the direction of Dr. 
Franklin Cawl and his committee for pro- 
gram and arrangements. 

The Committee on Personnel and Place- 
ment has been outstandingly successful in 
its work, particularly in the case of veterans; 
and the activity of the Membership Commit- 
tee can be judged by the fact that the New 
York Chapter added 163 new members in 
the first eight months of 1946, bringing the 
rolls to 673 as of that date. 

The president of the Chapter has an- 
nounced the following appointment. Mr.H.A. 
Richmond of the Metropolitan Life Insur- 
ance Company is to head the Board of 
Judges for the 1946 Leadership Awards 
Competition. Presentation of these awards 
for outstanding service in marketing will be 
a feature of the national Spring Meeting. 
Mr. Harold Webber, Vice-President of 
Foote, Cone and Belding, is to head a new 
Standards Committee to make continuing 
studies of, and periodical reports on, progress 
or lack of progress made in raising standards 
in the marketing field. 


Northeastern Ohio Chapter 


President, Ralph W. Leavenworth, Fuller 
& Smith & Ross, Inc.; Vice-President, R. E. 
Davis, Goodyear Tire & Rubber Company; 
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Secretary, Ray C. Hartman, Cleveland Elec- 
tric Illuminating Company; Treasurer, A. K. 
Gaetjens, General Electric Company; Di- 
rector-at-Large, Paul Meelfeld, Hinde & 
Dauch Paper Company; Immediate Past 
President, Robert F. Blair, The Iron Age; 
Membership Chairman, Marvin D. Hicks, 
United States News; Publicity Chairman, 
Kenyon Stevenson, Griswold-Eshleman 
Company; Hospitality Chairman, Donald L. 
Harbaugh, Union Bank of Commerce; Place- 
ment Chairman, Kenneth Lawyer, Cleveland 
College. 


Meetings 

On September 10, seventy members and 
guests attended a luncheon meeting at the 
Midday Club to hear a talk on the Curtis 
Aviation Survey presented by Mr. Fred C. 
Bremier, Aviation Research Specialist, Cur- 
tis Publishing Company, Philadelphia. Mr. 
Bremier showed interesting results obtained 
on the study of the public attitude towards 
travel by airlines, owning and operating 
private airplanes, and national policy ques- 
tions of vital interest to the entire aircraft 
industry. 


Northern New Fersey Chapter 
Meetings 


On September 30, the Northern New Jer- 
sey Chapter conducted a meeting at the 
Newark Athletic Club (Military Park Ho- 
tel). The speaker at this meeting was Mr. 
George Clark Thompson, Staff Associate of 
the Division of Business Practices. His sub- 
ject was “Market Research Operating 
Methods.” A forum discussion followed. 

On October 28, a meeting was held at the 
Newark Athletic Club. The speaker was 
Paul Williams Atwood of Stewart, Dougall & 
Associates, New York. His subject was “‘Ap- 
plication of Market Research Techniques to 
Industrial Marketing Problems.” A forum 
discussion followed. 


Pacific Northwest Chapter 
Meetings 
On September 23, an interesting meeting 


was held at the Washington Athletic Club. 
A sound film entitled “Distributing Amer- 


ica’s Goods” was shown which brought 
forth considerable discussion on costs of dis- 
tribution. Howard Barnes made some re- 
marks about developments on freight rates, 
but time did not permit the presentation of 
as much as the group desired. Accordingly, 
Mr. Barnes was asked to lead a program for 
the October 28th meeting on the subject of 
“Distribution Costs.” 


Pittsburgh Chapter 


President, F. B. Jones; Vice-President, 
Herbert G. Wyman; Secretary, Harrie Lewis; 
Treasurer, Arend E. Boer. Directors, M. Dal 
Ghent; C. E. Livingston; Leo J. Dunphy; 
Paul C. Rathert; Walter P. Rhodes. Jm- 
mediate Past President, Arthur L. Rayhawk. 
Program Chairman, Francis Jurachek; Em- 
ployment Chairman, C. E. Livingston; 
Membership Chairman, Louis F. Demmler; 
Publicity Chairman, Dan A. Sullivan; News- 
letter Editor, F. N. Lowe. 

One of the major objectives of the Pitts- 
burgh Chapter this year will be to increase 
their membership in such a way that the 
major portion of Pittsburgh industries will 
be represented. At the present time, only 
about one-half of the major companies and 
organizations are represented by member- 
ships. 

Owing to the power strike in Pittsburgh, 
the Chapter was unable to hold any meet- 
ings recently, and, in general, Chapter busi- 
ness activities were sharply curtailed. 


St. Louis Chapter 


President, B. W. Dempsey, S.J.; First 
Vice-President, F. C. Weber; Second Vice- 
President, Bee Angell; Secretary-Treasurer, 
Ann Stranquist. Directors: William Ed- 
wards, Anthony Neher, Oakleigh French, Ed 
Fick, Michael Meehan. Program Chairman, 
William Edwards; Membership Chairman, 
Henry Whiteside. 

The membership of the St. Louis Chapter 
now totals forty-two. 


Meetings 


The first fall meeting of the St. Louis 
Chapter was held on September 16. The 
speaker was Wm. W. Heusner, Director of 











Lis 
he 
of 








THE JOURNAL OF MARKETING 


329 





Marketing Research, Pabst Sales Company. 
He presented the findings of the interesting 
survey made by the A.M.A. and the N.A.M. 
which reveals the extent of the marketing 
research being done by members of the latter 
organization now and their plans for the 
future. 

On October 16, J. Steward McCain, 
Director of Research and Marketing, Busi- 
ness Publishers International Corporation, 
discussed ‘‘Foreign Markets” at the regular 
Chapter meeting. 


San Francisco Chapter 


The San Francisco Chapter has devised 
an attractive piece of promotional literature 
for membership purposes entitled ‘““Market- 
ing Minded You.” Copies can be obtained 
by writing to Robert E. Baxter, Secretary 
of the San Francisco Chapter, c/o McKinsey 
& Company, 240 Montgomery Street, San 
Francisco, California. 


Meetings 


The San Francisco Chapter is to be host 
at a regional conference on November 25, 
1946. The day’s session is at Hotel Mark 
Hopkins atop Nob Hill, in the Room of the 
Dons; luncheon under the same roof, in 
Peacock Court. The evening session is at 
the University of California at Berkeley. 
The theme of the conference is ““New Prob- 
lems and Opportunities of Western Business 
and Industry, and the Competitive Battle 
between Eastern and Western Industries for 
the Western States’ Market of 14,000,000 
People.” 

Southern Ohio Chapter 


In a preliminary meeting of the chapter 
officers, it was decided to standardize the 
meeting places and dates. As a result, the 
following dates and places for the meetings 
of the Southern Ohio Chapter for the year 
1946-47 were selected: September 20— 
Dayton, Van Cleve Hotel; October 18— 
Cincinnati, Hotel Gibson; November 15— 
Dayton, Van Cleve Hotel; December 20— 
Cincinnati, Hotel Gibson; January 17— 
Dayton, Van Cleve Hotel; February 21— 
Cincinnati, Hotel Gibson; March 21—Day- 
ton, Van Cleve Hotel; April 18—Cincinnati, 


Hotel Gibson; May 16—Dayton, Van Cleve 
Hotel; June 20—Cincinnati, Hotel Gibson. 


Southwest Chapter 


The Southwest Chapter was approved at 
the Detroit Meeting in October. The Chap- 
ter now has 25 members representing 17 
firms, including aircraft manufacturing, 
advertising and printing, home appliances, 
commercial airlines, auto supplies, and edu- 
cational institutions. Plans for increasing 
membership are being made for 1947. 


Twin Cities Chapter 


President, Gordon A. Hughes, General 
Mills, Inc.; Vice-President, Carl Masche, 
Brown & Bigelow; Secretary-Treasurer, 
Minne P. Anderson, The Farmer. Directors: 
Helen G. Canoyer, University of Minne- 
sota; J. S. Huskinson, Minnesota Linseed Oil 
Paint Company. 

The present membership of the Twin 
Cities Chapter is 55. The regular program of 
an evening meeting on the second Wednes- 
day of each month and a noon luncheon 
clinic on the fourth Thursday of the month 
will be continued. 


Meetings 


On September 11, Dr. Morris H. Hansen, 
Statistical Assistant to the Director, Bureau 
of the Census, discussed “Techniques and 
Principles of Sampling.” 

On October 9, Mr. G. Maxwell Ule, Di- 
rector of Research, McCann-Erickson, Inc., 
Chicago, conducted an informal discussion 
on “Testing the Effectiveness of Advertis- 
ing.” 

On October 23, Mr. Milton Gilbert, Chief 
of the National Income Division, Bureau of 
Foreign Domestic Commerce, considered the 
“Current Business Outlook.” This particular 
meeting was held jointly with the newly 
named Minnesota Economic Club, formerly 
known as the Minnesota Statistical Associa- 
tion. 


Washington, D. C. Chapter 
The Washington Chapter will hold its 


election of officers at the Christmas meeting, 
to be held the third Tuesday in December. 
The following officers have served during 
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1946: President, Dean John F. Pyle; Vice- 
President, Rex A. Johnson; Secretary-Treas- 
urer, Henrietta Morris. 


Meetings 


The Chapter held meetings each month 
during the year 1946 at the Good Earth 
Restaurant. During this period, the follow- 
ing were the speakers: January 22—Dr. 
O. E. Baker, College of Business and Public 
Administration, University of Maryland, on 
the subject “Some Implications of the 
Changing Population Upon Future Market- 
ing Problems”; February 26—Lyman Hill, 
Servel, Inc., Evansville, Indiana on ‘The 
Ultimate V. E.”’; March 26—Fred Bailey, 
Legislative Council, The National Grange, 
on “Controlled vs. Free Markets”; April 23— 
John D. Small, Civilian Production Ad- 
ministration, on “Future of Government 
Controls’; May 28—Ernest W. Green, Vice- 
President, Hawaiian Sugar Planters Associ- 
ation, on “‘What’s Happened to Sugar’; 
June 25—George L. Bell, Director, Office of 
World Trade Promotion, Department of 
Commerce, on “The Department of Com- 
merce Plans for Assisting the Expansion of 
International Trade’; July 23—Ralph L. 
Goldsmith, Vice-President and General 
Manager, Lansburgh & Bro., on “Retail 
Problems,” Walter Morrow, President, 
American Retail Federation, on “Retail 
Association Problems,” and George Travis, 
Director Merchandising Services, National 
Association Food Chains, on “Chain Store 
Problems’; August 27—Harvey Kailen, 
Chief, Program Coordination Branch, Bu- 
reau of Census, Nelson A. Miller, Chief, 
Marketing Division, Office of Domx«stic 
Commerce, and E. E. Schnellbacher, Chief, 
Special Services and Intelligence Branch, 
Office of International Trade in a forum 
discussion on “Distribution Problems as 
Seen by the Department of Commerce’; 
September 24—Dr. Raymond W. Miller, on 
“The Place of Farm Cooperatives in our 
Marketing Economy”; October 22—Leon 
H. Keyserling, Vice-Chairman, Council of 
Economic Advisers, Executive Office of the 


President, on “Requirements for Post War 
Prosperity.” 


. PERSONNEL NOTES* 


C. C. Austin, Jr., has been named Director 
of the newly established Marketing Re- 
search Division of the National Biscuit Com- 
pany, 449 West 14th Street, New York. 


Professor Aaron Hamilton Chute, for the 
past ten years Associate Professor of Mar- 
keting, University of Minnesota, is leaving 
that position to become Professor of Market- 
ing and Head of the Marketing Department 
at the University of Toledo. His new address 
is 4040 Overland Parkway Toledo 12, Ohio. 


Dr. C. D. Hadley, formerly statistician 
with Eli Lilly & Company, Indianapolis, has 
returned to teaching. His new position is 
with the Leland Stanford University, Palo 
Alto, California. 


Dr. E. R. Hawkins has been appointed 
Dean of the School of Business in the Johns 
Hopkins University, Baltimore, Maryland. 


Harry B. Marsh, connected for many 
years with Perfect Circle Company at 
Hagerstown, Indiana, is now operating a 
consulting service under the name “Harry 
B. Marsh & Associates.” He is still located 
at Hagerstown. 


Dr. M. R. Neifeld, Economist and Di- 
rector of the Beneficial Management Cor- 
poration has been appointed Newark, New 
Jersey, Community Chairman of the Com- 
mittee for Economic Development. 


Theodore H. Smith has accepted the posi- 
tion as Dean of the School of Business at 
Montana State University, Missoula, Mon- 
tana. 


Dr. John W. Wingate has been appointed 
Professor of Business Administration in the 
College of the City of New York. 


* Notes concerning appointments, resignations, and 
other changes affecting the personnel of A.M.A. should 
be sent to the Secretary, Harvey W. Huegy, each item 
being typewritten on a 3X5 card. 








